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REPORT 



OF 



THE COMPTROLLER OF THE CURRENCY. 



Treasury Department, 

Office of Comptroller of the Currency, 

Washington, December 1, 1885. 

I have the honor to submit for the consideration of Congress, in com- 
pliance with section 333 of the Revised Statutes of the United States, the 
twenty-third annual report of the Comptroller of the Currency. During 
the year ending November 1, 1885, one hundred and forty-five banks 
have been organized, with an aggregate capital of $16,938,000 ; circu- 
lating notes have been issued to these new associations amounting to 
$4,274,910. The following table gives the number of banks organized 
in each State and Territory during the year ending November 1, 1885, 
with their aggregate capital and circulation : 



States and Territories. 



Maine 

New Hampshire 

Vermont 

Massachusetts . . 

New York 

New Jersey 

Pennsylvania 

Delaware 

Maryland 

Virginia 

North Carolina . 

Georgia 

Florida 

Mississippi 

Texas 

Arkansas 

Kentucky 

Tennessee 

Missouri 

Ohio 

Indiana 

Illinois 

Michigan 

Wisconsin 

Iowa 

Minnesota 

Kansas 

Nebraska 

Oregon 

Colorado 

Utah 

Montana 

Wyoming 

Dakota 

Washington 

California 

Total 



No. of 
banks. 


Capital. 


Bonds de- 
posited. 


Circulation. 

issued. 


i 


$100, 000 


$25, 000 


$22,500 


1 


50, 000 


13, 000 




1 


100, 000 


25, 000 


22, 500 


1 


150, 000 


37, 500 


33, 740 


10 


1, 685, 000 


790, 000 


711,000 


2 


150, 000 


65, 000 


58, 500 


6 


800, 000 


182, 500 


164,240 


1 


210, 000 


50, 000 


45, 000 


1 


50, 000 


12, 500 




1 


400, 000 


50, 000 


45, 000 


1 


125, 000 


50, 000 


45, 000 


2 


250, 000 


71, 000 


18, 900 


2 


150, 000 


55, 000 


49, 500 


1 


50, 000 


12, 500 


11, 240 


7 


500, 000 


128, 000 


115, 190 


2 


300, 000 


80, 000 


72, 000 


3 


550, 000 


140, 000 


126, 000 


2 


100, 000 


25, 000 


22, 490 


3 


250, 000 


155, 000 


139, 500 


7 


1, 550, 000 


546, 000 


491, 400 


4 


1, 050, 000 


675, 000 


607, 500 


10 


2, 508, 000 


312, 000 


280, 780 


11 


1, 865, 000 


365, 500 


328, 880 


3 


150, 000 


65, 000 


58, 490 


6 


350, 000 


164, 500 


136, 780 


1 


75, 000 


19, 000 


17, 100 


17 


965, 000 


241, 300 


217, 120 


14 


710, 000 


180, 000 


148, 390 


4 


275, 000 


69, 000 


11,250 


2 


300, 000 


62, 500 


56,250 


1 


200, 000 


50, 000 


45, 000 


2 


160, 000 


40, 000 


36, 000 


1 


50, 000 


12, 500 


11, 250 


11 


560, 000 


140, 000 


81,420 


1 


50, 000 


12, 500 


11, 250 


2 


150, 000 


37, 500 


33, 750 


145 


16, 938, 000 

• 


4, 959, 300 


4, 274, 910 



o 
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These banks are located by geographical divisions, as follows : East- 
ern States 4 banks, with capital of $400,000 ; Middle States, 20, with 
capital of $2,895,000 ; Southern States, 21, with capital of $2,425,000 ; 
Western States, 76, with capital of $9,473,000; Pacific States, 8, with 
capital of $725,000 ; Territories, 16, with capital of $1,020,000. 

Since the establishment of the national banking system, on February 
25, 1863, there have been organized 3,406 national banks. Of these 432 
have gone into voluntary liquidation for the purpose of winding up their 
affairs; 79 have gone into voluntary liquidation for the purpose of reor- 
ganization ; 64 are in liquidation by expiration of their charter, of which 
number 38 have been reorganized; and 104 have been placed in the hands 
of receivers for the purpose of closing up their affairs; leaving the total 
number in existence 2,727, on November 1, 1885, which is the largest num- 
ber that has been in operation at any one time. 

The corporate existence of 864 national banks expired during the year 
ending November 1, 1885, of which 801 have been extended under the 
act of July 12, 1882. Forty-eight have permitted their corporate exist- 
ence to expire, and are in liquidation under section 7 of said act (32 of 
which have been succeeded by other banks located in the same places, 
and with nearly the same shareholders), and 13 have been placed in 
voluntary liquidation by vote of shareholders owning two-thirds of their 
stock, of which 7 were succeeded by other banks. The remaining 2 
became insolvent, and were placed in the hands of receivers. The cor- 
porate existence of 14 national banks, with an aggregate capital of 
$4,450,000, will expire during November and December of this year; 
and the corporate existence of 18 national banks, with an aggregate 
capital of $3,135,000, will expire during 1886. Four national banks, 
with an aggregate capital of $600,000, have failed and been placed in 
the hands of receivers during the year. 

Under the provisions of the act of July 12, 1882, national banks with 
a capital of from $50,000 to $150,000 may be organized upon a minimum 
deposit of United States bonds equal to 25 per cent, of such capital. 
The minimum deposit of bonds required by law to be made by banks 
with a capital of upwards of $150,000 is $50,000. The following table 
shows the number of banks organized from July 1, 1882, to July 1, 1885, 
their capital stock, amount of bonds deposited in accordance with law, 
and the circulation issued thereon: 



Tear. 


Nujnber 
of banks. 


i 

Capital. 


Minimum j 
bonds 
required. 


Bonds 

actually 

deposited. 


Percentage 
of excess i 


Circulation 

issued. 


July 1, 1882, to July 1,1883.. 


251 


$26, 552, 300 


$5, 155, 500 


$7, 116, 400 


Per cent. 
28 


$6, 404, 760 


July 1, 1883, to July 1, 1884. . 


218 


19, 944, 000 


4,016, 000 


4, 676, 100 


14 


4, 208, 490 
2, 999, 520 


July 1, 1884, to July 1, 1885. . 


142 


15, 205, 000 


3, 061,250 


3, 332, 800 


8 



An examination of the foregoing table shows that 611 banks have 
been organized between the dates above given, with a capital of 
$61,701,300; that they have deposited $15,125,300 of bonds, upon which 
circulation to the amount of $13,612,770 has been issued. The mini- 
mum deposit of bonds, as required by law for said banks is $12,232,750, 
and it will be seen that while the actual deposit has in the aggregate 
exceeded the minimum, yet this excess has steadily decreased during 
the three years covered by the table. The excess above the required 
minimum of bonds deposited from July, 1882, to July, 1883, was 28 per 
cent, of the total deposit. From July, 1883, to July, 1884, this excess 
was 14 per cent, only of the total deposit, and from July, 1884, to July, 
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1885, the excess was still farther diminished to 8 per cent. This shows 
conclusively that the banks organized between the periods named have 
not been induced to enter the system on account of the profit to be de- 
rived from the issue of circulating notes, but because it was believed by 
their managers that they would have a better credit and standing with 
the public under the national bank act than as State or private banks. 

It is also to be noted that the reduction by the act of July 12, 1882, 
of the minimum amount of bonds to be deposited by national banks of 
$150,000 capital and under to one-quarter of their capital stock has 
had a tendency to increase the organization of small banks throughout 
the country. While the number of banks organized from July 1, 1879, 
to July 1, 1882, with a capital of $150,000 and under was 232, the num- 
ber of banks of this class organized from July 1, 1882, to July 1, 1885, 
was 548. These small banks have in many instances been organized to 
take the place of private banking firms and small State banks, partic- 
ularly in the West, Northwest, and Southwest. It is believed that this 
change is to the advantage of the public, as the majority of these banks 
were previously carrying on a banking business without being subject 
to an examination of their affairs, and without the security given by the 
publication of sworn statements of their condition, to which supervision 
and requirement they will be subject under the national bank act. 

Under the present law, the minimum deposit of bonds required to be 
made by the 2,714 national banks in operation in the United States on 
October 1, 1885, would be but $80,970,423 in order to continue as na- 
tional banking associations. A table has been prepared and will be 
found in the Appendix, showing for the national banks in each State, 
Territory, and reserve cities, the minimum amount of bonds required 
by law, the bonds actually held, and the circulation issued thereon 
October 1, 1885. This table also shows the increased amount of circu- 
lation which the national banks might issue in the event of the passage 
of a law authorizing them to issue circulation equal to the par value ot 
their bonds on deposit. 

It is believed that the national banking system will be continued 
even if the associations organized under it cannot issue circulation at 
a profit, inasmuch as the experience under it has shown it is for the best 
interests of the public, as well as of the banks, that this business should 
be carried on under a general law having effect throughout all the differ- 
ent States. This statement is made without prejudice to banks organized 
under the statutes of those States which contain provisions and restric- 
tions similar to those of the national banking law. In many of the 
States, however, the banking laws are defective, and it is evident that 
the legislation upon the subject cannot be homogeneous, nor the work- 
ing of the laws so harmonious and useful under statutes passed by 
thirty-eight States as under one general law of Congress applicable to 
all banking institutions. 

EXTENSION OF THE CORPORATE EXISTENCE OF NATIONAL BANKS. 

The original national currency act of February 25, 1863, provided 
iu section 11 that bauks organized under its provisions should have 
succession for a period of not exceeding twenty years from the date of 
said act, as follows : 

Every association formed pursuant to the provisions of this act may make and 
use a common seal, and shall have succession by the name designated in its articles 
of association, and for the period limited therein, not however exceeding twenty 
years from the passage of this act. 
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Under the provisions of this act 488 banks were organized, of which 
88 had ceased to exist prior to January 1, 1882, leaving 400 still in op- 
eration on that date. Of these, 314 were extended under the act of 
July 12, 1882, 72 were succeeded by other associations with the same or 
different names, 12 went out by voluntary liquidation or expiration of 
corporate existence without successors, and 2 were placed iu the hands 
of receivers. The corporate existence of 297 of these banks expired on 
February 25, 1883, and 270 were then extended ; while 103 expired pre- 
vious to that date, of which 44 were extended. , 

The national bank act of June 3, 1864, superseding that of February 
25, 1863, provides in section 8 that each national bank shall have suc- 
cession for twenty years from the date of its organization, that is, from 
the date of its organization certificate. This section was embodied in 
section 5136, Revised Statutes, now in force, which is as follows : 

Upon duly making and filing articles of association and an organization certificate, 
the association shall become as from the date of execution of its organization certifi- 
cate a body corporate, and as such and in the name designated in the organization 
certificate, it shall have power : First, to adopt and use a corporate seal ; second, to 
have succession for a period of twenty years from its organization, unless it is sooner 
dissolved according to the provisions of its articles of association, or by the act of its 
shareholders owning two-thirds of its stock, or unless its franchise becomes forfeited 
by some violation of law. 

Anticipating the fact that a large number of national banks would 
expire by limitation during the years 1882 and 1883, the Comptroller of 
the Currency, in his annual report for 1881, recommended that an act 
be passed providing that any national bank might, with the approval 
of the Comptroller, at any time within two years prior to the date of 
expiration of its corporate existence, extend its period of succession for 
twenty years by amending its articles of association. 

In accordance with this recommendation, a bill was introduced soon 
after the assembling of the Forty-seventh Congress, and was referred 
to the Committee on Banking and Currency, and by that committee re- 
ported to the House, and after considerable discussion, passed on May 
30, 1882, by a vote of 125 to 67.* 

The bill was amended in the Senate in many particulars, and passed 
that body June 22, 1882, by a vote of 34 to 14.t It subsequently 
passed the House July 10, 1882, upon a report of conference committee, 
yeas 110, nays 79, not voting 101, $ and received the approval of the 
President July 12, 1882. 

Prior to the passage of this act the right of shareholders of national 
banks whose corporate existence was about to expire, to organize under 
the national bank act new associations with the same names, in or- 
der to retain as far as possible their business and the prestige of their 
names, which had become known throughout the country, was in doubt, 
and inasmuch as there was then no statute permitting the extension of 
their corporate existence, the opinion of the Attorney-General was re- 
quested on this point, and on the 23d of February, 1882, an opinion 
was given, in which he said: . 

The present national banking laws do not forbid the stockholders of an expiring 
corporation from organizing a new banking association, nor from assuming the name 
of the old corporation, with the approval of the Comptroller of the Currency, and in 
the absence of any prohibition to that effect, no legal obstacle to the formation of a 
new association by such stockholders, and the adoption of the name of the old associ- 
ation, would in my opinion exist. 



* Congressional Record, No. 120, p. 25, Forty-seventh Congress. 
+ Ibid., No. 147, p. 32. 
t im., July 11, 1882. 
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As there was some uncertainty in regard to the passage by Congress 
of the act for the extension of the corporate existence of national bank- 
ing associations, fifty banks gave notice of liquidation, and in most in- 
stances new associations were organized with the same titles and the same 
stockholders as those which had been placed in liquidation. A proviso 
attached to section 5 of the act of July 12, 1882, requires that in the or- 
ganization of auy banking association, intended to replace any existing 
banking association and retaining the name thereof, the holders of 
stock in the expiring association shall be entitled to preference in the 
allotment of the shares of the new association in proportion to the num- 
ber of shares held by them respectively in the expiring association. 

Under the act of July 12, 1882, nearly all of the banks then in exist- 
ence which were organized under the act of February 25, 1863, extended 
their corporate existence during the following months: 



July, 1882 

August, 1882 

September, 1882. 
October, 1882 ... 
November, 1882 . 
December, 1882 . 
January, 1883 ... 
February, 1883 * . 
February 25, 1883 



6 

9 

7 

5 

4 

7 

4 

2 

270 



Total 314 

The whole number of banks organized under the act of June 3, 1864, 
to the date of the act of July 12, 1882, was 2,266, of which 450 had been 
closed, leaving 1,816 in operation on that date. The following table 
gives the number of these banks, the original periods of succession of 
which will terminate during each year from 1886 to 1899 inclusive, with 
their capital and circulation : 



Years. 



1886 

1887 

1888 

1889 

1890 

1891 

1892 

1893 

1894 

1895 

1896 

1897 

1898 

1899 



Total 



Number 
of banks. | 



. 18 
5 
11 
3 
63 
104 
103 
39 
67 
81 
23 
28 
27 
41 



613 



Capital. 



$ 3 , 135 , 000 
950 , 000 
1 , 250 , 000 
600 , 000 
9 . 290 , 500 
13 , 193 , 900 
12 , 879 , 600 
4 , 740 , 000 
7 , 638 , 000 
10 , 665 , 000 

1 , 968 . 000 

2 , 969 , 000 
2 , 649 , 000 
4 , 820 , 000 



76 , 748 , 000 



Circulation. 



$ 1 , 848 , 250 

925.000 
719, 100 

450. 000 

6 , 419 , 950 
9 , 120 , 880 
8 , 300 , 870 
3 , 849 , 400 
5 , 819, 150 

7 , 650 , 000 

1 , 525 , 500 
2 , 106 , 000 

2 , 208 , 600 
3 , 811 , 900 



54 , 754 , 600 



Ou November 1, 1885, 885 banks organized under the act of June 3, 
1864, had been extended, making, with the 314 extensions of banks or- 
ganized under the act of February 25, 1863, 1,199 associations the cor- 
porate existence of which has been extended under the act of July 12, 
1882. Iu the Appendix will be found a table showing the distribution 
and capital of these banks by States. During the year ending Novem- 
ber 1, 1885, the periods of succession of 864 banks organized under 
the act of June 3, 1864, terminated. Of these, 801 have already ex- 
tended their corporate existence, 5 were placed in voluntary liquidation 



Before February 25, 1883. 
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by the vote of stockholders owning two-thirds of their stock, 15 were 
permitted by their stockholders to close at the end of their periods of 
succession, 4 were placed in the hands of receivers, and 39 were suc- 
ceeded by other associations with different names but with the same 
shareholders, wholly or in part. From November 1 to December 31, 
1885, 14 banks will expire, all of which have applied in due form for 
extension. 

Among the banks extended during the year were 30 in the city of 
New York, with an aggregate capital of $35,350,000, as well as a large 
number in Boston, Philadelphia, and other principal cities, being some 
of the largest banking institutions in the United States. It is also in- 
teresting to note that many of the banks extending during the past 
year were originally organized under the various State laws, and the 
continuation of their existence under the national banking system indi- 
cates their belief that it is for their best interests to do business under 
the general banking laws of the United States. 

The number, capital, and circulation of the national banks whose 
periods of succession terminated between November 1, 1884, and No- 
vember 1, 1885, are shown by the following table, which also indicates 
the number whose corporate existence has been extended, and the num- 
ber which have expired and have been succeeded by other national 
banks: 



Date. 


Num- 

ber 

banks 

that 

have 

expired. 


Capital. 


Circula- 

tion. 


Number 
banks 
that 
have ex- 
tended. 


Capital. 


Circula- 

tion. 


Number 
banks 
succeed- 
ed by 
other 
banks. 


Capital. 


Circula- 

tion. 


1884. 




















November. 


48 


$16, 695, 150 


$9, 635, 450 


' 46 


$16, 195, 150 


$9, 545, 450 


1 


$200, 000 


$45, 000 


December . 


110 


40, 415, 240 


22, 269, 290 


106 


38, 515, 240 


22, 099, 640 


3 


1, 850, 000 


157, 500 


1885. 




















January. .. 


109 


27, 549, 500 


16, 420, 015 


94 


25, 054, 500 


14, 467, 365 


11 


2, 145, 000 


1, 637, 650 




68 


11, 576, 000 


7, 921, 940 


66 


11, 226, 000 


7, 815, 740 








March .I.. 


126 


32; 336i 350 


n; 4n; 510 


116 


30, 946, 350 


16, 507, 010 


6 


855, 000 


567, 000 


April 


85 


24, 941, 970 


13, 082, 085 


79 


21, 266, 970 


12, 704, 085 


3 


275, 000 


153, 000 


M^ay 


122 


28, 507, 330 


18, 931, 595 


116 


27, 807, 340 


18, 496, 845 


3 


300, 000 


202, 500 


June 


139 


50, 094, 915 


20, 418, 910 


131 


47, 669,915 


19, 877, 560 


3 


300, 000 


176, 850 


July 


24 


4, 915, 000 


2, 047, 800 


21 


4, 265, 000 


1, 522, 800 


3 


650, 000 


525,000 


August . . . 


14 


1, 951, 000 


1, 129, 500 


10 


1, 516, 000 


891, 000 


3 


375, 000 


184, 500 


September. 


12 


1, 775, 000 


913, 950 


9 


1, 125, 000 


711, 450 


3 


650, 000 


202, 500 


October . . . 


7 


905, 000 


729, 000 


7 


905, 000 


729, 000 








Total 


864 


241, 662, 455 


130, 911, 045 


801 


226, 492, 465 


125, 367, 945 1 39 


7, 600, 000 


3, 851, 500 



It will be seen from the foregoing statements that a larger number of 
national banks expired by limitation during the year ending November 
1, 1885, than have or will expire during any other year between the 
passage of the act of July 12, 1882, and the year 1900. 

The additional labor entailed upon this office by the extension of so 
large a number of banks in so short a period of time has been very con- 
siderable, it being necessary in all instances to carefully examine the 
original articles of each association as well as the amendments and the 
signatures of assent of the shareholders thereto. On account of section 
6, which provides that new circulating notes shall be issued to each 
extended association, duplicate accounts have necessarily been opened 
upon the books of this office with every extended bank, and in accord- 
ance with the third section of the act it has been necessary that a special 
examination should be made of each bank to determine its condition, as 
before granting a certificate of approval for extension to any association 
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the Comptroller must be satisfied that its capital is unimpaired and that 
it is otherwise in a sound condition. 

It appears to be a matter of congratulation to the friends of the na- 
tional banking system that the associations, the original periods of suc- 
cession of which have terminated, have up to this time as a rule decided 
to continue in business, notwithstanding the fact that very little if any 
profit can be made upon circulation under the present provisions of the 
law and the prevailing high prices of Government securities. 

The provisions of the act for the extension of the corporate existence 
of national banks in the main appear to be admirably suited for that 
purpose. Those of the first and second sections, which provide that the 
period of succession may be extended by simply amending the articles 
of association, by the consent in writing of shareholders owning not 
less than two-thirds of the capital stock, are simple and easily carried 
out by the banks. 

Section 3, which provides for a special examination of the association 
in order to determine its condition, is also well adapted for the purpose. 

That part of section 4 which provides that the extended bank shall 
continue to be in all respects the identical association it was before the 
extension of its period of succession prevents any break or disturbance 
in its business, enables the bank to retain its surplus fund, and is espec- 
ially useful in the matter of any litigation for collection of assets, title 
to property, &c. 

It would, however, appear that some of the provisions of section 5 
might be amended with advantage to the public. Said section is as 
follows: 

Sec. 5. That when any national hanking association has amended its articles of 
association as provided in this act, and the Comptroller has granted his certificate of 
approval, any shareholder not assenting to such amendment may give notice in 
writing to the directors, within thirty days from the date of the certificate of ap- 
proval, of his desire to withdraw from said association, in which case he shall be 
entitled to receive from said hanking association the value of the shares so held by 
him, to he ascertained by an appraisal made by a committee of three persons, one to 
be selected by such shareholder, one by the directors, and the third by the first two ; 
and in case the value so fixed shall not be satisfactory to any such shareholder, he 
may appeal to the Comptroller of the Currency, who shall cause a reappraisal to be 
made, which shall be final and binding ; and if said reappraisal shall exceed the 
value fixed by said committee, the bank shall pay the expenses of said reappraisal, 
and otherwise the appellant shall pay said expenses; and the value so ascertained 
and determined shall be deemed to be a debt due, and be forthwith paid, to said 
shareholder, from said bank ; aud the shares so surrendered and appraised shall, 
after due notice, be sold at public sale, within thirty days after the final appraisal 
provided in this section : Provided, That in the organization of any banking associ- 
ation intended to replace any existing banking association, and retaining the name 
thereof, the holders of stock in the expiring association shall be entitled to prefer- 
ence in the allotment of the shares of the new association in proportion to the num- 
ber of shares held by them respectively in the expiring association. 

Provision is thus made to ascertain the value of shares of non-assent- 
ing shareholders, by an appraisal to be made by a committee of three 
persons, one to be selected by the non-assenting shareholder, one by the 
directors, and a third by the first two. But if the bank does not heed 
the notice of withdrawal and declines to appoint a person to serve on 
the committee of appraisal, there is no penalty for such neglect, and 
apparently the shareholder’s only remedy is by a suit in some court of 
competent jurisdiction. I therefore conclude that some provision should 
be made for the enforcement of this section. Provision is also made, in 
case the value of the shares fixed by the committee of appraisal is not sat- 
isfactory to the shareholder, that he may appeal to the Comptroller of the 
Currency, who shall cause a reappraisal to be made, which shall be final 
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and binding. No provision is, however, made for an appeal on the part 
of the bank, where the valuation fixed by the committee is not satisfac- 
tory to it. I have to recommend, therefore, that the section be amended 
to obviate this defect. 

Provision is further made that after the appraised value has been 
paid to the shareholder, as provided by law, and the shares surrendered, 
the same shall, after due notice, be sold at public sale within thirty 
days after the final appraisal. It appears that in many cases thirty 
days is not sufficient time for the bank to realize a fair price for shares 
which it is thus compelled under the law to purchase, and inasmuch as 
section 5201 of the Bevised Statutes provides that stock purchased or 
acquired to prevent loss upon a debt previously contracted in good 
faith may be sold at any time within six months from the date of its 
purchase, at public or private sale, it would seem that the law should 
grant at least as long a period for the sale of the stock which an asso- 
ciation is compelled to take from a retiring stockholder under the act of 
extension, and the Comptroller recommends an amendment to this 
effeet. 

Section 6, which relates to the circulation of extended associations, is 
as follows: 

Sec. 6. That the circulating notes of any association so extending the period of its 
succession which shall have been issued to it prior to such extension shall he redeemed 
at the Treasury of the United States, as provided in section three of the act of June 
twentieth, eighteen hundred and seventy-four, entitled “An act fixing the amount 
of United States notes, providing for redistribution of national-bank currency, and 
for other purposes,” and such notes when redeemed shall be forwarded to the Comp- 
troller of the Currency, and destroyed, as now provided by law ; and at the end of 
three years from the date of the extension of the corporate existence of each bank the 
association so extended shall deposit lawful money with the Treasurer of the United 
States sufficient to redeem the remainder of the circulation which was outstanding 
at the date of its extension, as provided in sections fifty-two hundred and twent.v-two, 
fifty-two hundred and twenty-four, and fifty-two hundred and twenty-five of the Re- 
vised Statutes ; and any gain that may arise from the failure to present such circulat- 
ing notes for redemption shall iuure to the benefit of the United States; and from 
time to time, as such notes are redeemed or lawful money deposited therefor as pro- 
vided herein, new circulating notes shall be issued as provided by this act, bearing 
such devices, to lie approved by the Secretary of the Treasury, as shall make them 
readily distinguishable from the circulating notes heretofore issued : Provided, however, 
That each banking association which shall obtain the benefit of this act shall reim- 
burse to the Treasury the cost of preparing the plate or plates for such new circulat- 
ing notes as shall be issued to it. 

It is respectfully submitted that more than three years should be 
granted within which to deposit lawful money to retire the remainder 
of the circulation outstanding at the date of extension. If this period 
should be extended to six years the necessary deposit would then be 
comparatively small. In the natural course of redemption the outstand- 
ing circulation of old design of extended associations is constantly being 
decreased, as all such notes redeemed are retired without regard to their 
fitness for circulation, notes of a new design, as provided by law, being 
issued in their place. See tables, pages 114,115. 

Upon reference to a statement heretofore made of the extension of 
the corporate existence of national banks organized under the act of 
February 25, 1863, it will be noticed that 270 banks, with a circulation 
of $47,997,430, were extended on February 25, 1883, and therefore law- 
ful money must be deposited under section 6 within thirty days from 
February 25, 1886, to retire such portion of this circulation as then re- 
mains outstanding. From the redemptions of this circulation made in 
regular course, it has for some time been evident to the Comptroller 
that the amount of the final deposit required by this law to be made in 
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lawful money during the thirty days succeeding February 25, 1886, 
would be very large, and that this deposit of lawful money within so 
short a period would perhaps occasion some temporary disturbance at 
money centers, particularly as some time would necessarily elapse be- 
fore new circulation to replace that retired could be issued by the banks. 

In this connection I desire to call attention to a portion of section 9, 
which provides that in the aggregate not more than three million dol- 
lars of lawful money shall be deposited by national associations during 
any calendar month in order to withdraw their circulating notes, except 
when bonds owned by the association shall be called for redemption by the 
Secretary of the Treasury. It does not appear that lawful money de- 
posits made under section 6 are exempted from the provisions of section 
9 referred to, and inasmuch as the deposits under section 6 may at 
times exceed $3,000,000 in any one month, there is an apparent conflict 
in the act. I therefore recommend that the time of deposit be extended. 
I also recommend that section 9 be so amended that its provisions shall 
not apply to the deposit of lawful money by extended associations. 

In anticipation of the difficulty which might arise after February 25, 
1886, from the apparent conflict of law referred to, and from the large 
deposit of lawful money, which, if not made before, would, by the law, 
be required to be made within thirty days following that date, the 
Comptroller, early in the present year, began to advise national banks 
which would be required by section 6 to make deposits of lawful money 
on or before March 25, 1886, in order to prevent, if possible, any dis- 
turbance, to make such deposits in advance, in sums of $10,000 or 
multiples thereof, extending them over a period of some months. These 
banks were also advised to order in advance the preparation of notes 
of new design, that they might be in readiness to be issued to replace 
the circulation retired by the deposit of lawful money under section 6. 
Early in August a printed circular letter embodying this advice was 
sent to all the national banks interested. Many of the banks so ad- 
dressed have responded, and it is believed that the action of this office 
has had an excellent effect, and that the amount of lawful money to be 
deposited within thirty days after February 25, 1886, will be much less 
than if this action had not been taken. 

If the only object of section 6 is to enable the United States to gain 
the benefit from lost or destroyed notes, this object might have been 
accomplished by simple enactment to this effect, without the expense 
of the issuance of new notes and the deposit of lawful money. 

The extension of the franchises of expiring associations for the sole 
purpose of liquidating their affairs until closed, as provided for in sec- 
tion 7, appears to answer its purpose. 

The remaining sections of the act are for purposes other than the 
extension of the corporate existence of national banks, and it is not 
necessary in this connection to make any statement in regard to their 
provisions. 

At this date but two reappraisals have been made of the stock of 
non-assenting shareholders, under section five, by the Comptroller of 
the Currency. 

CIRCULATION. 

Notwithstanding the fact that 145 new banks were organized during 
the past year, with a capital of $16,938,000, depositing $4,959,300 of 
bonds as security for circulating notes, the aggregate of bonds on de- 
posit for that purpose has diminished from $325,316,300 to $308,364,550. 

The- following table gives the various kinds and amounts of bonds 
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deposited by the banks to secure their circulating notes on November 
1, 1883, November 1, 1884, and November 1, 1885. 





1883. 


1884. 


1885. 




$632, 000 
201,327,750 | 
41,319,700 
3, 463, 000 
106, 164, 850 








$155, 604, 400 
49, 537, 450 
3. 469, 000 1 
116,705,450 i 


$138, 920, 650 
49, 547, 250 
3, 505, 000 
116, 391, 650 










352, 907, 300 


325, 316, 300 


308, 361, 550 



By reference to this table it will be seen that the aggregate reduc- 
tion of bonds deposited for the year ending November 1, 1885, was 
$16,951,750. The changes were as follows: An increase of $36,000 in 
Pacific currency sixes and of $9,800 in the amount of four aud-a-half 
per cents deposited, a reduction of $313,800 in the amount of four per 
cents held, and a reduction of $16,683,750 in the amount of three per 
cents held, payable at the option of the Government. Of the three per 
cents $9,586,200 had been called for payment, and interest had ceased 
on November 1, 1884.* 

The following tables show the decrease of national-bank circulation 
during the years ending November 1, 1883, November 1, 1884, and 
November 1, 1885, and the amount of lawful money on deposit at each 
of the dates named: 



National-bank notes outstanding November 1, 1882, in- 
cluding notes of national gold banks $362, 727, 747 

Less lawful money on deposit at same date, including 

deposits of gold banks 38, 423, 404 

$324,304,343 

National-bank notes outstanding November 1, 1883 352, 013, 787 

Less lawful money on deposit November 1, 1883 35, 003, 461 

* 316, 020, 326 

Net decrease of circulation H". r J. / i.i. 'r. 8, 284, 017 



National-bank notes outstanding November 1, 1883, in- 
cluding notes of national gold banks 352, 013, 787 

Less lawful money on deposit at same date, including 
deposits of national gold banks 35, 003, 461 



National-bank notes outstanding November 1, 1884, in- 
cluding notes of national gold banks 333, 559, 813 

Less lawful money on deposit at same date, including 
deposits of national gold banks 41, 710, 163 



Net decrease of circulation .^^r. . .(V. . 



National-bank notes outstanding November 1, 1884, in- 
cluding notes of national gold banks 333, 559, 813 

Less lawful money on deposit at same date, including 
deposits of national gold banks 41, 710, 163 



National-bank notes outstanding November 1, 1885, in- 
cluding notes of national gold banks 315,847,168 

Less lawful money on deposit at same date, including 
notes of national gold banks 30, 542, 070 



Net decrease of circulation 






316,020,326 



201, 840, 650 
24, 170, 676 



291,849,650 



276,304, 189 
15,545,461 



A large proportion of these bonds were replaced by others. 
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It will be seen that the banks held on November 1, 1884, $ 155,604,400, 
and on November 1, 1885, $138,920,650, of three per cents under the act 
of July 12, 1882, payable at the pleasure of the Government. The Sec- 
retary of the Treasury, during the year ending November 1, 1883, paid 
$105,634,150, and daring the year ending November 1, 1884, $105,970,450 
of the public debt. In the latter year three per cents only were called. 
No bonds were called for the year ending November 1, 1885. Season- 
ing upon the theory that the public debt would, during the year ending 
November 1, 1885, continue to be reduced by the payment of three per 
cent, bonds, and that this reduction would occasion the reinvestment of 
trust and other funds invested in threes, and cause a greater demand for 
and consequent increase in the price of four percent, bonds to a point at 
which it would be more profitable for the national banks to sell them, 
the Comptroller estimated in his last annual report to Congress, that 
unless legislation should be secured enabling the banks to issue cur- 
rency at a fair profit, circulation would be reduced at the rate of at least 
$40,000,000 per annum. It is believed that this estimate would have 
been substantially correct had the Government continued during 1885 
to call and pay the three per cent, bonds as rapidly as during the two 
previous years. 

The reduction of circulation of national banks during the year ending 
November 1, 1885, for reasons other than the call of bonds by which it 
was secured, was greater than anticipated. The causes which have led 
to this result are small profit remaining to national banks on circulation 
after paying the tax of 1 per cent, per annum imposed by the Govern- 
ment; reduction in the rates of interest throughout the country, occa- 
sioned by the abundance of money in the financial centers; and, doubt- 
less, uneasiness among certain of the bankers of the country as to the 
outcome of the iucrease of silver in the Treasury, such increase indi- 
cating that possibly the interest on the public debt, and even some 
portion of the principal, might be paid in standard silver dollars, and 
that Government bonds might thereby become depreciated in foreign 
markets, which would undoubtedly affect their price in this country. 
The credit and standing of this country is deservedly high, and it is 
not believed that the people desire either the principal or interest on 
the bonded debt of this country to be paid in anything but gold coin 
or its equivalent. This matter was discussed at the time the bonds 
were issued, during the period of the refunding of the debt, and the 
preparations for the resumption of specie payments, and the conviction 
is general that the faith and credit of this Government is pledged for 
the payment of its securities in gold coin or its equivalent. 

The Comptroller in his last annual report made the following state- 
ment: 

The time of the final payment of the debt is, however, yet distant, and with 
appropriate legislation there will probably be for many years no lack of bonds as a 
safe basis of circulation. Moreover, no feasible plan with other security has as yet 
been suggested, affording a sound currency redeemable on demand in specie, and the 
Comptroller believes that it is extremely doubtful whether, after the experience of 
the last twenty years, the people would be satisfied with a currency based on any 
security other than United States bonds. 

Public sentiment seems to be in favor of the payment of the public debt as rapidly 
as possible, and while no doubt this is in general a correct principle, yet as it is 
apparent that such payment must extend under the most favorable circumstances 
over a long future period, the interest during which time is as much a portion of the 
debt as the principal, it is a question if it would not be of ultimate benefit to the 
country and a payment of the debt to reduce the interest upon it to a minimum rate 
and defer the payment of the principal, thus giving for many years a safe basis for 
national-bank circulation. This course would be particularly' advantageous if the 
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revenues of tlie Government are hereafter reduced to a point which, after providing 
sufficient means for carrying on public business, will necessitate a more gradual 
reduction of the principal of the debt. 

The measures introduced in the Senate and House of Representatives 
during the last session of Congress to enable national banking associa- 
tions to issue circulation to the par value of the bonds deposited, and 
for the funding of the high-rate bonds of the United States into bonds 
bearing a lower rate of interest, did not become laws, the law taxing 
circulation was not repealed, and no legislation whatever in relation to 
the national banks or the refunding of the public debt was enacted. 

Unless some measures be taken whereby the banks may be enabled 
to issue circulation at a reasonable profit to themselves, the contraction 
of national-bank notes will continue. The profit on circulation may be 
increased by the removal of the tax and by increasing the amount of 
currency issued to the par value of the United States bonds deposited; 
and the Comptroller again respectfully recommends appropriate legis- 
lation for that purpose. Even if this be done, the national bank-note 
circulation is still liable to reduction and final disappearance with the 
reduction and fiual payment of the debt of the United States. 

Upon examining the various methods of issuing bank notes, adopted 
in other countries, and which are described elsewhere in the report, it 
will be seen that a large proportion of the issue of notes under the laws of 
the different Governments are based upon the credit of the banks — that 
is to say, they are issued against the general assets of the various insti- 
tutions, and are not, as a rule, secured by special deposits or securities 
held in trust, or by coin or bullion set apart specially for the protection 
of the note holder. 

Irresponsible and illegitimate issues of bank notes have been common 
to almost all civilized countries, and financial disturbances have again 
and again resulted from such issues, notwithstanding the attempts 
which have been made by many different Governments to correct the 
abuse. 

Bank notes, which circulate as money among the people, should either 
be well secured by special deposit of valuable assets in trust', or they 
should be issued only by corporations whose assets and management 
are of such a character as to insure the payment of the notes, and those 
corporations should be compelled by law to carry a sufficient reserve in 
the coin of the country for their prompt redemption. Under these cir- 
cumstances only are bank notes entitled to the confidence of the pub- 
lic. It is, of course, not to be expected that corporations or private 
bankers will issue bank notes, if the law requires them to be based upon 
the security of any form of debt and at the same time requires that an 
amount of coin or bullion equal to the notes issued shall be held by the 
issuing association for their redemption. There would be absolute loss 
on such an issue. But as long as a bank note is payable on demand by 
the issuer thereof, and the public are assured that it rests upon a stable 
foundation of security, either deposited in trust or vested in the issuer 
in such a manner as to secure its ultimate payment, and as long as said 
note is protected by a reserve in proportion to the ordinary demands for 
coin when needed for dealings with foreign countries or the natural 
wants of trade, the public will use it as money on account of its greater 
convenience. 

It being conceded that bank notes based upon coin or bullion will not 
be issued in sufficient quantities for the convenience of the public, banks 
should be permitted to issue notes upon other securities for the con- 
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venience of trade and commerce. The debt of a strong Government is, 
next to coin or bullion, the most available for this purpose, and in this 
country np to this tune the debt has supplied a safe and satisfactory 
basis for bank notes, but in view of the anticipated payment of the 
public debt it becomes a question of interest how far bank notes can 
safely be issued without other security than the general assets anil 
credit of the banks. If the liability of shareholders on account of notes 
issued is increased, and note-hold -rs are preferred as against all other 
creditors, circulating notes might perhaps be issued by joint stock 
banks, under an improved safety fund system to a certain percentage 
of their capital, unsecured by a deposit of bonds. 

My predecessor, Mr. Knox, in his report for 1883 said: 

Experience has shown that if instead of ninety dollars upon each one hundred 
dollars of bonds, one hundred dollars of circulating notes had been issued upon 
every seventy dollars of United States bonds deposited, there would not have been any 
loss to the Hove rumen t, or to the holders of the circulating notes of any of the national 
banks which have failed during the last twenty years ; but that there might have 
been an additional loss to the depositors, depending noon the ch tractor of the assets 
held in place of the portion of bonds which on this supposition would have been re- 
leased. If circulation had been issued to these insolvent banks, which had a capital 
of about twenty millions, to the amount of their capital, the value of the bonds being 
the same, and there had been just previous to failure a deolinein the market of 5 per 
cent, upon the value of the bonds, the losses would not have exceede I one million of 
dollars. These possible losses would have fallen upon the holders of the notes of such 
few banks only as became insolvent,, or upon the creditors of these hanks or the Gnv- 
ernm-nt,; and if the gain arising from lost notes could have been used as proposed, 
these possible losses would have he u provided for. 

He proposed that a safety fund should be accumulated, '1) from the 
gain arising from the accidental loss or destruction of the circulating 
notes of national banks; (2) from the tax upon circulation; and (3) 
from interest to be derived at a low rate upon the fund on deposit in 
the Treasury for the purpose of redeeming the notes of national b inks 
retiring circulation, which now amounts to more than thirty nine million 
dollars. 

The amount available for a safety fund from the first source is esti- 
mated now to be not less than six million dollars, and the amount de- 
rived from the tax of l per cent, per annum on circulation during the 
year 1884 was more than three millions. Even if this tax for safety 
fund purposes should be fixed at one half per cent., in the course of 
three years a safety fund would be iu hand amounting to more than 
ten millions of dollars. 

The results of the liquidation of 104 national banks which have failed, 
and the affairs of which have been liquidated or are in process of bqui- 
da ion by receivers under the direction of this office, show in a very 
interesting manner to what extent it may be safe to permit banks under 
the national system to issue circulation unprotected by a deposit of 
United States bonds. Of these 104 banks, 70 have been fiually closed, 
and for them the results are absolute. The remaining 34 are still 
in process of liquidation, but have progressed so far that the final le- 
sult can be estimated with comparative accuracy. 

The dividends paid to the creditors of all these banks from the pro- 
ceeds of their general assets amount to $2s,379,080. They had an ag- 
gregate capital of $ ll, 858, 900, upon which under the law they could, on 
deposit of bonds, issue 90 per cent., or $L9, 073,010 of circulation. If at 
the time of their failure the law had permitted an issue of circulation 
to the amount of 90 per cent, of capital. unsecured except by a first lien 
on general assets of the 104 banks mentioned, the note holders of 58 would 
have experienced no loss. If the law had authorized an un.see.med issue 
5745 CUR 2 
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equal to 70 per cent, of capital, the notes of 71 of these banks would 
have been redeemed from the proceeds of their general assets. At 40 
per cent., the notes of 90 would have been paid in full, and upon an 
unsecured issue of 25 per cent, of capital.* loss to note holders would 
have occurred in the case of five banks only, or about $02,000 in all. 

The experience with these 104 banks shows almost conclusively that if 
their issues to the amount of 05 per cent, of their capital had been 
secured by a deposit of bonds to an equal amount, the remaining 25 
per cent, might have been issued without other security than a first 
lien on the general assets, and if a safety fund had been in existence it 
would in the case cited have been drawn upon to the extent ot $02,000 
only upon a circulation amounting to $5,404,700. For a beginning, there- 
fore, it might be safe to authorize banks to issue circulation amounting 
to 90 per cent, of their capital, 70 per cent, to be secured by an equal 
amount of United States bonds at par value, the remaining 20 per cent, 
being issued without other security than a first lien on such assets. 
But if the law should provide for the accumulation of a safety fund 
in the manner suggested, then as such safety fund increased, the per- 
centage of circulation unsecured by bonds might be increased, as the 
diminution of the public debt might require and the safety fund war- 
rant. 

Such legislation would have the effect of maintaining bank-note cir- 
culation, and prevent its beiug superseded by Government issues, which 
an authority as high as Alexander Hamilton has said “are of a uature 
so liable to abuse, and it may even be affirmed so certain of being 
abused, that the wisdom of the Government will be shown in never 
trusting itself with the use of so seducing and dangerous an experi- 
ment.” 

While the bank-note circulation of this couutrv is steadily decreasing, 
there has been no reduction in the total circulating medium in the 
United States, the reduction iu the uational-bank currency outstanding 
having been more than met by the coinage of the staudard silver dollar 
and the issuance of certificates thereon. 

The number of silver dollars coined under the provisions of the act 
of February 28, 1878, amounted to $213,259,431 on November 1, 1885, 
of which $163,817,342 remained in the Treasury of the United States, 
while $49,442,089 were in circulation on that date. 

Under section 3 of the act mentioned above, silver certificates have 
been issued, which are represented by standard silver dollars in the 
Treasury of the United States, to the amount of $125,053,286. Of the 
silver certificates so issued $31,900,514 remain in the Treasury of the 
United States, leaving $93,146,772 ot these certificates in circulation on 
November 1, 1885. Through the operation of the act to authorize the 
coinage of the standard silver dollar and to restore its legal-tender char- 
acter, the circulating medium i.-sued by the Government of the United 
States has been increased in t he sum of $2 13,259,431, of which $49,442,089 
in standard silver dollars are in the. hands of the people, and $70,070,570 
of like coins are in the Treasury of the United States, in addition to 
$93,140,772 of said standaid dollars which are represented by silver 
certificates iu the hands of the people, and which can be converted into 



* The redemption of the notes from the proceeds of the general assets would of course 
reduce the amount paid from those assets to the depositors. In the case of the one 
hundred and four failed banks, if circulation to the amount of 2b per cent, of the cap- 
ital had been so redeemed, the average dividends to depositors would have been re- 
duced from 67 per cent, to 54 per cent, of the claims proved. 
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standard dollars at the pleasure of the holder, and are receivable for 
customs, taxes, and all public debts. 

Under section 12 of the act of duly 12, 1882, said certificates, when 
held by any national banking association, are to be counted as a part of 
its lawful reserve, and national banks are forbidden to be members of 
any clearing-house in which said certificates shall not be receivable in 
the settlement of clearing-house balances. These certificates are re- 
deemable in silver dollars, but have no legal-tender quality between 
individuals or between banks, although national banks are compelled 
to accept them in settlement of clearing-house balances. It hardly 
seems just or equitable that national banks should be compelled to 
receive these certificates under these conditions, when banks organized 
under State laws, and private individuals, are not compelled to receive 
them when tendered. 

The Comptroller in his last report to Congress stated that he believed 
the operation of the present law, which compels the coinage of two 
million standard silver dollars per mouth, weighing only 412J grains 
each, with unlimited legal tender quality, would eventually bring finan- 
cial disturbance upon the country, and he is still of the same opinion. 

Referring to silver certificates, the following suggestions were also 
made in the Comptroller’s last report: 

If it is for the best interests of the United States to issue a circulation based upon, 
silver, the Comptroller believes that the circulation should be issued upon coiu or 
bullion which contains a sufficient number of grains of silver to have an intrinsic 
value equal in the markets of the world to its nominal value, and that under certain 
restrictions and regulations it would be far more correct in principle to issue silver 
certificates based upon a deposit of silver bullion, to be valued in the exact proportion 
of silver to gold, than to continue the issue of certificates under the present law. 

These reflections are upon the theory, held l>y many, that it is for the best interests 
of this country to maintain a circulation based upon silver. The Comptroller doubts 
the correctness of this theory, but it is submitted that the circulation now ontstaud 
iug based on silver is a depreciated currency, by the issue of which the Government 
has gained at the expense of the people who now hold the silver dollars aud certifl- 
cates, and that therefore it is incuiuOent on the Government, if it continues to issue 
circulation based upon silver, to do so under a plan which will not only provide a 
souud circulation for the future, but also prevent the holders of the present certifi- 
cates and dollars from sustaining loss. 

As the silver questiou is more unsettled than it was at the time the 
foregoing was written, not only in the United States but elsewhere, it 
seems doubtful if this Government should attempt to issue a circulation 
based upon silver, even at its bullion value, until the relative value of 
this metal is more definitely settled throughout the world. The discon- 
tinuance of the coinage of the silver dollar by our Government might 
perhaps have a tendency to bring about some agreement with other 
nations, and the fixing of a standard for a series of years ; it is however 
evident that the coinage of the standard silver dollar under the present 
law is in excess of the requirements of the country, and should be dis- 
continued. If we continue to add these dollars to our circulating me- 
dium, and they continue to accumulate in the Treasury, the Government 
must of necessity pay some portion of its obligations in that coin; and 
if the Government should pay its interest aud other obligations and 
redeem its bonds in standard dollars, the business of t lie country would 
immediately go to a silver basis. What etfeet this would have it is 
difficult to predict. It would appear, however, that gold would go to 
a premium, which would compel its being held, to a certain extent, as 
an article of merchandise, and it would not circulate as money. Tnis 
would probably occasion contraction in credits and financial disturb- 
ance. The effect upon the legal-tender notes, which by the terms of 
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section 12 of the act of July 12, 1882, appear to be redeemable in gold, 
cannot well be foreseen, but it would be difficult for the Government with 
its present stock of gold to redeem the outstanding legal-tender notes, 
or such portion of them as might be presented, if gold was held at a 
premium. Inasmuch as the national-bank notes are redeemable in 
legal tender notes, their position would be determined by the status of 
the latter. 

The substitution of standard silver dollars and silver certificates based 
thereon, in place of bank notes, which is taking place under the pro- 
visions of la w now in force, evidently requires consideration and appro- 
priate legislation. 

BANK-NOTE ISSUES OF OTHER COUNTRIES. 

Macleod, in his exhaustive work on the Theory and Practice of Bank- 
ing, states that — 

“The circulating medium of any country is — 

(1) Coined money — gold, silver, and copper. 

(2) Paper currency, viz, promissory notes and hills of exchange, with all their 
variety. 

(:!) Small debts of all sorts, such as credits in bankers’ books, called deposits, book 
debts of traders, and private debts between individuals.” 

Bank notes come clearly within the second classification, and are 
merely promises on the part of the bank to pay on demand a sum of 
money. Unless otherwise provided for, this sum is payable in the coined 
money of the country where the note is issued. The metallic money in 
which the note is redeemable on demand is that issued by the govern- 
ment of the country or State, and authenticated as to weight and fine- 
ness by its mints. 

In the earlier days of banking, promissory notes of joint-stock banks, 
private bankers, and merchants were all on the same footing as inland 
bills of exchange, that is to say, they were all transferable by indorse- 
ment. Under the present system of issuing bank notes, payable on de- 
mand to bearer, they pass in ordinary business transactions from hand 
to hand as a circulating medium in the same manner as coined money. 

The commercial transactions of the world have grown to be so enor- 
mous, and the use of bank notes therein so universal, that most Govern- 
ments, recognizing the necessityof making the security for fulfillment 
of these promises as substantial as possible, have enacted laws whereby 
they are issued under certain restrictions and regulations, in order that 
the public, many of whom are unable to discriminate between the dif- 
ferent issues of the banks, may not suffer loss by receiving what is sup- 
posed to be an equivalent of money. Either securities are required 
to be deposited in trust, as under the national bank system, or set 
aside and held in the bank, as in the case of the Bank of England, 
or the issues are regulated by the condition of the assets, the amount of 
capital paid in, and the amount of coin on hand. Very often the law 
provides that the circulating notes shall be a first lien upon all the as- 
sets of the bank, aud sometimes a direct guarantee of payment of bank 
notes is given under conditions by the Government. 

Since the passage of the national curreucy act in 1863, the entire 

mnk-note circulation of the United States has been secured by a de- 
posit of Government bonds with the Treasurer of the United States, 
aud owing to the care with which this precaution has been exercised the 
general public scarcely realize that these notes are simply promises re- 
deemable on demand, aud not money. 
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As at some time in the future the redemption and payment of the 
public debt of the United States will probably make it necessary to 
issue bank notes upon the basis of some other security, it will be useful 
to examine the various methods of issuing and securing bank notes 
under the laws of the principal commercial nations of the world, in 
order that the experience of other countries may be made available for 
the welfare of our own. A system which is successful in one country 
or nation may not be adapted to other countries, but from the experi- 
ence of all, valuable deductions may be drawn.* 

ENGLAND. 

Bank-note circulation in England is regulated by the act of Parlia- 
ment of 1844, which provides for the issuance by the Bank of England of 
£14,000,000 of bank notes through an issue department, to which was to 
be transferred £14,000,000 in G- ivernment securities, and also that the 
banks of issue, consisting of joiut-stock and private batiks other than the 
Bank of England, in existence at the date of the act, should not there- 
after be permitted to issue notes except to the amount they then had in 
circulation, issued by them and outstanding. In other words, the actual 
circulation to which each of these banks was to be entitled under the act, 
was to be arrived at by taking the average amount of circulation in each 
case for twelve weeks prior to April 27 of that year, and under this 
regulation the maximum issue by provincial banks — that is, banks in 
England outside of London, not including those of Scotland or Ireland — 
was then fixed at about eight and three-quarters million pounds. Under 
certain conditions these banks of issue which were in existence in May, 
1844, might cede their privilege of circulation to the Bank of England 
for a fixed consideration of 1 per cent, per annum to August 1, I85(>, and 
the privilege of issue of any of these banks w.as forfeited in case of failure 
to exercise it, of bankruptcy, or certain changes in the constitution of 
their partnerships. The Bank of England was authorized to issue its 
own notes for the full amount of the circulation of other banks com- 
pounded for, and by order of Orown in council, to two-thirds of the 
amount of lapsed circulation. 

The total amount of issues lapsed or compounded for since 1844 by 
the country banks is about two and three quarters million pounds, leav- 
ing the present authorized circulation of such banks at about six mill 
ion pounds, or $30,000,000. It is estimated that the actual circulation 
of these English provincial banks, that is of the banks other than the 
Bank of England, having privilege of issue, is but four per cent, of their 
entire liability to. the public. By the issue of its own notes in place of 
the lapsed and surrendered circulation mentioned, the circulation of the 
the Bank of England, based on Government securities, has been increased 



*For the facts in reference to foreign banks of issue, the Comptroller is indebted to 
the paper on “Bank Notes,” by John Biddulph Martin, M. A.., F. S. S., published in 
the Journal of the London Institute of Bankers, March, 1880; paper of Mr. Eobert 
W. Barnett, on “ Effect of the Development of Banking.” Journal London Institute 
of Bankers, February, 1SS1 ; “ The Theory and Practice of Banking,” Henry Dunning 
Macleod, M. A.,2 ed., 1866 ; “The Three Great Banks of Europe,” paper by R. H. Inglis 
Palgrave, in Journal London Institute of Bankers, June, 1871); “Lombard Street,” by 
Walter Bagehot ; paper ou “ Theory and Practice of Banking in Scotia ol,” by Janies 
Simpson Fleming, F. R. S., Journal London Institute of Bankers, 1881-188.1, re id Jan- 
uary 17, 188:1 ; “Report of select committee of Parliament on Banks of Issue,” ordered 
printed July ii, 1875; article of Henry May on “The Bank of England,” March num- 
ber, 1885, Fortnightly Review ; “Statistique Internationale des B tuques d’Emissiou,” 
published by the Italian Government iu 1878; Banking Laws of Great Britain, Can- 
ada, and Germany; Notes by Mr. Ernest Seyd, F. S. S., on the German banking law. 
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from £14,000,000 to over £15,000,000. The circulation of the joint- 
stock and private banks of issue of England is based entirely upon 
their general credit; that is to say, it is not based upon securities or 
bullion specially deposited or held as in the case of the Bank of Eng- 
land, but upon the aggregate assets of the institutions. These banks 
make weekly returns of their outstanding circulation to the Govern- 
ment, from which it appears that not more than one-half of the notes 
they are authorized to issue are in actual circulation. The total amount 
of notes of the Bank of England, issued on the security of the Govern- 
ment debt, is at this time £15,750,000 or about $78,750,000. This 
bank, in addition, is permitted to issue notes equal in amount to the 
bullion or coin which is transferred to and held in the vaults of the 
issue department of said bank. Of the coin and bullion held, 25 per 
cent, may consist of silver. It is to be noted, however, that very sel- 
dom is any circulation of the bank issued upon silver. 

The Bank of England is compelled to receive from any person ten- 
dering it, bullion in exchange for notes at the rate ol £3, 17s. and 9 d per 
ounce of gold 11-12 fine. Under these provisions the amount in bank 
notes issued varies from time to time by the receipt or withdrawal of 
goal. The only tax paid by the bank against its issue of circulation is 
for the privilege of issuing £15,750,000 against securities of the Govern- 
ment, and for this privilege and the exemption from stamp duty the 
bank pays to the Government an annual sum of about £200,000.* 

Bank of England notes were, by the third section of the act of Par- 
liament of 1833, made legal tender between all parties, except where the 
bank itself is one, so long, and so long only, as the bauk pays them in 
gold coin on demand. 

The act of 1844 declares that the notes of the Bank of England in 
circulation, including those held by the banking department, shall be 
deemed to be issued on the credit of such securities (coin and bullion) 
so appropriated and set apart to the said issue department. 

Although the act of 1844 only permits the issue of Bank of England 
notes under the present situation of country bank issues to the amount 
of £15,750,000, except on a deposit of coin or bullion, during the crisis 
of 1857 and in 1860 this statutory provision was suspended and the 



* The following table, taken from page. 553 of appendix to report from the select 
committee of Parliament on the banks of issue, will give some idea of the profits to 
the Bank of England from its issue department : 



ItECEIPTS. 



Interest on securities - £458,035 

Profit on bullion 32, 433 



490, 468 

PAYMENTS. 



Composition, in lien of stamps 60,000 

Her Majesty’s exchequer 138,578 

Country bankers (lapsed issues) 18,860 

Bank-note paper ( 18,022 

Wages, pensions, rent, machinery, and general charges 147, 500 

Balance of profit 107,708 



490, 468 

The average profits on bullion for the ten years, 1865 to 1874, were £14,900 per 
annum. 

Bank of England, July 27, 1875. 
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bank was permitted farther issue of notes in order to supply a circu- 
lating medium to avert financial trouble and distress, aud it is believed 
by many that this course would be pursued again if occasion de- 
manded it. 

From information communicated to the State Department by the 
minister of the United States to Great Britain, it appears that the 
amount of bank notes outstanding in England on December 31, 1884, 
was — 



Notes of the Bank of England £24,647,000 

Other joint-stock banks 1,623,160 

Private banks 1,507,216 



SCOTLAND AND IRELAND. 

By the act of Parliament of 1845, the privilege of issuing notes on the 
part of the existing banks in Scotland and Ireland on their own account 
was continued to the amount of their outstanding circulation. The 
privilege of additional issue is granted to these banks upon the basis of 
gold coin or bullion to the nominal or par value of the notes issued, aud 
in tiiis respect they have the advantage of the English provincial banks. 
By the terms of the acts under which English, Scotch, and Irish banks 
were permitted to continue their issue of circulation, unsecured by a 
deposit of gold or bullion, the liabilities of the individual shareholders 
of said banks to the general public were unlimited so far as the bank- 
note circulation was concerned. It seeirts to be the opinion of all au- 
thorities who have examined the subject that Scotch aud Irish banks 
have no securities especially held against their issues. 

From information communicated to the State Department by the 
minister of the United States to Great Britain, it appears tha 1 the 
amount of bank notes outstanding in Scotland and Ireland on Decem- 
ber 31, 1884, was — 

Scot! ami £6,399,310 

Ireland 6,748,027 



CANADA. 

The general banking act of Canada was passed in 1871, and has since 
been amended in many particulars. Its effect has been to bring under 
one uniform system of restrictions and privileges all of the chartered 
banks in the Dominion, with the excepiiou of a few banks, which, prior 
to the passage of the general banking act, had been working under 
special charters. Some of these banks were permitted to retain certain 
special privileges, which they held under their old charters. 

Under the general banking law of Canada none but chartered banks 
are permitted to issue notes. The bank notes of a bank outstanding at 
any one time must never exceed its unimpaired paid-up capital. Monthly 
returns of the condition of each bank are made to the Government, and 
if these reports show excessive issues, tines are imposed as follows : $100 
for an excess of $30,000 or less; $1,000 for an excess between twenty 
aud one hundred thousand dollars; $5,000 for an excess between one 
hundred and two hundred thousand dollars; and for an excessive issue 
of over $200,000 a fine of $10,000 is exacted. There is, therefore, some 
inducement to make small over issue in stringent times, as the compara- 
tively light penalty might be offset by the profit, while excessive and 
rash overissues are restrained by penalties virtually prohibitory. No 
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notes can be issued by tbe banks for less than $5, nor for any denomina- 
tion except $5 or some multiple thereof. 

In case of insolvency, the notes are a first charge upon all the assets 
of the bank. There appears to be no special security whatever. The 
shareholders are, however, liable, first, for any amount not paid up on 
their subscribed stoek, and, second, for a further amount equal to their 
subscribed stock. Suspension of payments in gold or Dominion notes 
for ninety days constitutes insolvency. The directors may, after pay- 
ment of notes has been suspended six months, call on the stockholders 
without regard to assets on hand. , 

No particular amount of cash reserve is required, this apparently be- 
ing left to the judgment, and discretion of the management; but of the 
cash reserve kept, one half, if practicable, and never less than 40 per 
cent., must be in Dominion notes. 

The banks may have branches and offices, and notes may be issued 
and made payable at any of them, but each bank must receive its own 
notes at any of its different branches or offices, although they need not 
redeem them in gold or Dominion notes except at the place where the 
notes are payable. Banks are required to make not less than $60 of 
any one payment in Dominion notes of denominations of one, two, and 
four dollars, if so requested 

The Dominion notes mentioned are notes of the Government. The 
first idea in regard to them appears to have been to have them supplant 
the use of bank notes, as the first act in regard to Dominion notes was 
ent tied “An act to enable banks in any part of Canada to use notes 
of the Dominion instead of issuing notes of their own.” This act was 
passed iu 1868, but was radically amended in 1870. The act of 1870 
authorized the issue of these notes on the security of debentures of the 
Dominion and specie held for the redemption of the notes by the re- 
ceiver-geueral. The portion of specie held was to be not less than 20 
per cent. The first amount authorized was $5,000,000, but this might 
be increased by order in council under certain conditions to $9,000,000, 
the ecurity for redemption being the same. Debentures or stock were 
authorized to be issued and delivered to the receiver general, to enable 
him to keep therequired security forthe notesissued. To keep the neces- 
sary proportion of specie, i his officer was authorized to dispose of deben- 
tures. if Dominion notes in excess of the amount authorized were at 
any time outstanding, the receiver general was required to hold specie 
to the full extent of this excess in addition to the required security for 
the authorized issues. 

The latest act (1880) permits an increase, wheu authorized by order 
of council, to a sum uot exceeding $20,000,0ni). This act fixes the 
security to be held, at 25 per cent, in specie and Dominion securities 
guaranteed by the Government in England (uot less than 15 per 
ceut., however, to be iu specie), and 75 per cent, in Dominion de- 
bentures authorized by Parliament. The whole amount outstanding 
on August 31, 1885, was $17,469,380.83. Of this, over $6,000,000 were 
in denominations of less than $5, aud over $10,700,000 in denominations 
of $500 and $ 1 ,000. The notes are issued in fractional parts of a dollar, 
and in denominations of $1, $2, $1, $5, $10, $20, $50, $100, $500, and 
$ 1 , 000 . 

The banks of Canada held on August 31, 1885, $6,823,000 in specie 
and $12,421 270 in Dominion notes, while at the same (late the receiver- 
general held $3,989,767 in specie as against $17,469,380 Dominion notes 
outstanding. 
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ENGLISH AUSTRALASIAN COLONIES. 

Banking in Australasia is carried on under the Scotch system, and 
the only security for circulating notes issued consists of the general 
assets of the banks. The Australasian banks, however, hold in bullion 
and specie a larger reserve against their liabilities, including circula- 
tion, than is the case in Scotland or England. 

In 1840 the council of New South Wales passed an act requiring from 
all banks of issue a quarterly statement. The other colonies, as they 
were established, adopted the same law. An article by Nathaniel Cork, 
in the thirty-seventh volume of the Journal of the London Statistical 
Society for March, 1874, gives valuable information regarding banking 
in Australasia and statistics compiled from the quarterly statements, from 
which it appears that the outstanding bank-note circulation in 1S72— ’73- 
of the banks of issue in the colonies of New South Wales, Queensland, 
New Zealand, South Australia, and Tasmania was£3, 410, 000. The coin 
reserve held was over 25 percent, on all liab lities. 

A curious fact connected with the bank-note circulation of the colo- 
nies, especially that of Victoria and New South Wales, is the large pro- 
portion of £1 notes issued, being 57.2 per cent, of the whole issue in 
the former and 50.99 per cent, in the latter. It appears that the prof- 
its on tins circulation are not large, as taxes are imposed on the note 
issues in circulation in all the colonies excepting South Australia and 
Western Australia. Edwin Brett, in his article on the history ol bank- 
ing in Australasia, read before the Bankers’ Institute, London, October 
18, 1882, states the rate of taxation in Queensland to be 3 per cent, and 
in the other colonies to be 2 per cent, per annum. He also calls atten- 
tion to the fact that although Australasia is a land of gold, and two 
branches of the royal mint are actively engaged in converting the pre- 
cious metals into coin, bank notes still constitute the chief circulating 
medium in all the colonies. 

It appears from the June, 1885, number of the Australasian Insurance 
and Banking Record, published at Melbourne, that banking in the 
Australasian colonies has been much extended since 1873, but that the 
increasein note circulation has been moderate compared with the general 
increase in the banking business. 

A bill was introduced in the New Zealand Parliament, in 1885, pro- 
viding that bank notes issued in that colony should be a first charge 
upon the assets, within the colony, of the issuing bank. From appear- 
ances, this bill is likely to become a law. 

FRANCE. 

Bank notes are issued only by the Bank of France, it having in 1848 
absorbed all previously existing issues and become the sole issuing 
bank in France, with branches in the principal towns. The issue of 
notes of the Bank of France is controlled by the council or directory, 
who are compelled to report to the Government from time to time. The 
Government, however, does not appear to interfere with the bank is- 
sue, except to see that the legal powers conferred in its charter are 
not violated. At times, however, the Government has guaranteed or 
secured a temporary or excessive issue. The notes of the Bank of 
France are therefore based upon the security of the general assets of 
the bank, which are at times re-enforced by a loan on the part of the 
Government of its credit. 

The Paris correspondent of the Loudon Economist of June 28, 1879, 
holds that there is no limitation of the circulation of the bank by its 
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statutes. During tlie times that specie payments have been suspended, 
and when the Government has permitted the issue of unconvertible notes 
or forced currency, a limit is always fixed to such issue. 

From information communica ted to the State Department by the min- 
ister of the United States to France, it appears that notes of the Bank 
of France are legal tender, and are redeemable at sight, either in gold 
or silver five-franc coins, at the option of the bank (silver coins of 
smaller denominations being legal tender only to the extent of 50 francs). 

On October 1, 1885, as shown by the returns of the Bank of France, 
the notes in circulation amounted to 2,780,051,930 francs, the bank hold- 
ing at that time cash amounting to 2,205,030,853 francs, of which 
1,162,987,434 francs was gold and 1,102,649,419 francs silver. 

GERMANY. 

On the 30th of January, 1875, the existing banking law was passed, 
and the imperial or Beichsbank was established. By thisactitappears 
that the Beichsbank, so far as its issue of notes is concerned, takes, to 
some extent, in Germany, the place that the Bank of Eng and occupied 
upon the passage of Feel’s act of 1844. Under the present bauking act 
of the German Empire, seventeen of the banks in existence on the 30th 
of January, 1875, were permitted to continue their issue of notes to the 
aggregate amount of about $27,000,001*. In the apportionment of cir- 
culation between the Beichsbank, or Imperial Bank of Germany, aud 
the other banks of issue, about $02,000,000 was alloted to the Imperial 
Bank, and to this was added certain issues of tifteeu other banks which 
had forfeited their right of issue by lapse of charter, voluntary renunci- 
ation of the right of issue, or by decision ofthe Government. Underthe 
present act, banks other than the Beichsbank issuing notes in excess of 
the limit prescribed, except when protected by cash secuiity, are com- 
pelled to pay an annual tax of five per cent, on such excess. The amount 
of notes free of duty; that is, not incurring this five per cent, tax, is 
quoted every week in the German papers. The Imperial Bank ap- 
pears to have the right of unlimited issue under the control of the 
Imperial Debt Commissioners, and under the present act has practically 
the control of the issuance of bank notes throughout the Empire. The 
singular provision in regard to the annual tax of five per cent, on cir- 
culation, issued in excess of securities deposited, is, no doubt, intended 
to permit additional issues in times of financial distress. How far this 
expedient will meet the end for which it is evidently intended, has 
never’, it is believed, been practically tested. The Imperial Bank is com- 
pelled to hold an amount equal to at least one-third of all its issues in 
German coin, imperial legal tender notes, gold bars or foreign coin; the 
remaining two-thirds of its issues must be represented by discounted 
bills having not more than thrqe months to run. 

AUSTRIA. 

The exclusive right of note issue of the Empire of Austria was con- 
ferred on the Austro-Hungarian Bank, with a charter extending from 
the 1st of July, 1878, to the 31st of December, 1887. This bartk was the 
outgrowth ofthe forced currency of the Austrian Empire, Austria hav- 
ing contracted liabilities to the national bank, prior to 1878, in the 
amount ot $10,000,000. 

The notes of the Austro-Hungarian Bank are redeemable in the coin 
of the realm, at its two heal offices in Vienna and Budapest, and incase 
notes are not so redeemed within twenty-four hours after demaud the 
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bank forfeits its charter. The bank is authorized to issue $100,000,000 
of notes without security being deposited in trust, but is compelled to 
maintain sufficient reserve to meet demands under the penalty above 
stated. The bank also has the privilege of issuing additional circula- 
tion upon the security of gold or silver bullion, and also appears to be 
permitted to issue notes against miscellaneous security. The exclusive 
privileges granted the bank seem to be compensated for by its relations to 
the Empire. It is compelled at all times to buy the mint pound of silver, 
coin or bullion, with 4.5 florins in bank notes, and forward this bullion 
for coinage. It must also furnish notes of such denominations as are 
desired by the public in exchange for other denominations of its issue. 
It is compelled to accept the Government issues of currency as money, 
these issues forming a debt of the country similar to our legal-tender 
notes. The bank, however, has the right to issue its own notes on the 
security of the Government currency, the same as on coin or bullion. 
The circulation of Austria consists of a trifle less than one-half of notes 
of the Austro-Hungarian Bank and the balance in notes issued by the 
Government. 



BELGIUM. 

The issue of bank notes is confined to the National Bank, which has 
a charter for th.rty years from January 1, 1873. While the Govern- 
ment reserves the right to extend the privilege of issue to other banks, 
and while theoretically bank notes may be issued by any individual, 
firm, or company (except a corporation of limited liability), the notes 
of the National Bank are legal tender to the Government, which con- 
trols its issues and business, and on account of this feature the bank 
really has the monopoly of issuing bank notes. The security to the 
note-holders rests principally upon the Government supervision of the 
bank, the investment of a certain portion of its capital and reserve in 
Government funds, and its being compelled under the act to hold coin 
or bullion to one-third of its total liabilities to the public (deposits and 
notes outstanding). 

This reserve may, however, under the authority of the Government, 
be reduced to 2-> per cent, of its liabilities. There appears to be no 
limit to the issue of circulation. 

NETHERLANDS. 

The Nederlandsche National Bank enjoys the monopoly of issuing bank 
notes in the Netherlands. This bank was founded in 1814. Its present 
charter dates from 1864, for a period of twenty-five years. The bank 
issues two classes of notes, oue class amounting to about $4,000,000, 
covered by the Government debt. This issue is called state notes. 
Bank notes of the National Bank proper are issued without any fixed 
maximum limit. The bank, however, is compelled to carry at least 40 
per cent, of gold coin or bullion against the aggregate liabilities to the 
public for deposits on call and bank notes. 

DENMARK. 

The Bank of Copenhagen has the exclusive privilege of issuing bank 
notes in Denmark. They may be issued apparently without limit, and 
rest upon the security of the geueral assets of the bank. Against the 
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first $8,000,000 of notes issued, the. bank must hold good and easily con- 
vertible assets to the amount of 50 per cent, of their issue. For any 
excess over the $8.000, 094 the bank must hold a metallic reserve con- 
sisting of legal tender, coin, goid bullion, and foreign coin, and may hold 
silver bullion and silver foreign coin not exceeding one-third of the whole 
reserve. The metallic reserve is not permitted under the act in any case 
to fall below three eighths of the whole circulation. From information 
obtained through the Department of State, the bank notes outstanding 
in Denmaik on December 3L, 1884, amounted to 73,000,000 crowns, or 
about $19,500,000. 



NORWAY. 

The Bank of Norway (Norgesbank), whose charter dates from 1816, has 
the exclusive privilege of note issue in Norway. This charter may be 
annulled byactof the Storthing, confirmed bytheKing. Modifications of 
charter have taken place from time to time. The bank has the privi- 
lege of issuing unsecured notes in proportion to its capital. It is per- 
mitted to issue two aud-a-half times its original capital, and also issues 
twice the amount of an increase of capital made in 1818, and one- 
and-a-half times its increased capital of 1842 and 1863. It also issues 150 
percent, of notes against its surplus fund, and a further amount^of notes 
equal to its gold ou hand. The proportion of secured to unsecured notes 
is about fifteen to ten The notes of the Bank of Norway are redeemable 
in gold and are a full legal tender. In consideration of the privilege 
of issue the Government participates iu the profits, and the bank ap- 
pears to be practically an institution of the State, and the shareholders 
have no voice in its management. The Goverinent does not guarantee 
the issue, although it would uo doubt protect it, on account of its rela- 
tions to the bank. Theoretically the notes are secured by the reserve 
of coin and bullion, the capital, reserve fund, and assets of the bank. 
From information obtaiued through the Department of State the bank 
notes outstanding on December 31, 1884, amounted to 38,983,500 crowns, 
or over $10,000,000. 



SWEDKN. • 

The Riksbank, or Bank of Sweden, was founded in 1656, and Mr. Pal- 
grave, in his Journal of the Statistical Society, March, 1873, page 117, 
claims for Sweden the invention of the bank noth, the Riksbank beiug 
founded, as it will be seen, forty years prior to the Bank of England. 

The Bank of Sweden has a circulation of about $10,000,000, which 
is unsecured, except that the bank is compelled to keep a certain re- 
serve as security to the note-holder. The matter of reserve appears to 
be well provided for, as its reserve of gold or silver coin or bullion must 
at no time be less than about $4,100,000, and such gold and silver as is 
deposited abroad or such cash as it has at call with foreign banks and 
companies is also held against its circulation This regulation has 
been at times suspended, in something the same manner as the Peel 
act of 1844 has been in England. For more than six months in 1869 
the reserve was below the minimum required by law, and in 1873 the 
issue of notes exceeded the prescribed limits. There are other banks 
of issue in Sweden, known as Enskilda banks, whose organization 
appears to be in the nature of a private partnership, the liabilities, 
however, being somewhat limited. They issue circulation under certain 
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regulations aud restrictions, being compelled before issuing notes to de- 
posit in a place of public safety 25 per cent, of their capital which has 
unlimited liability (the partners and shareholders in these banks being 
divided into unlimited and limited liability shareholders). No notes 
can be issued against the limited capital until 75 per cent, of such 
capital is deposited. In addition to the notes issued upon these de- 
posits, bank notes may be issued on coin and notes in hand, gold and 
silver bullion, upon such balance as the Enskilda Bank may have with 
the Riksbank or Bank of Sweden, and also upon approved securities. 
This class of bank notes must not exceed 50 per cent, of the entire capital. 
The regulations for issue of bank notes in Sweden appear to have been 
carefully considered. Upon a bank meeting with loss which impairs its 
capital 10 per cent, and reduces its reserve, the association is compelled 
to liquidate. 

RUSSIA. 

Bank notes are issued in Russia exclusively by the Imperial Bank, 
which was chartered in 1800 with a capital of about $ 12,000,000. By its 
charter it has the exclusive issue of bank notes in Russia for twenty-eight 
years. The Imperial Bank seems to have no limit to its issue of cir- 
culation. The increase of its circulation, however, is usually made in re- 
sponse tp the requirements of the Government whenever an exigency 
or a deficit in the annual revenue occurs. The bank appears to furnish 
a paper circulating medium to the Government in addition to the 
amount previously issued, which, finding its way into the channels of 
trade, produces inflation. In 1873 the bank had outstanding upwards 
of $000,000,000 of bauk notes, against which it held as specie reserve 
only about $43,000,000. On November 1, 1879, it is estimated the cir- 
culation was upwards of $900,000,000. This circulating medium was 
then worth in gold about 60 per cent, of its face or nominal value. 

SWITZERLAND. 

Notes are issued in Switzerland by banks of two classes — Cantonal 
and joint-stock banks. (See Loudon Bankers’ Magazine, December, 
1878.) The issues are unlimited. In 1879 the entire issue of thirty-five 
banks was about $20,000,000. Notes are received between banks, aud 
business interchanged under an agreement, the interchange being car- 
ried on in something like the manner that business of a clearing house 
is conducted. lu some states of Switzerland banking appears to be 
free from restriction in regard to the issue of bauk notes, which are 
subject to a tax of £ per cent, per annum. Note boldeisof the banks of 
Switzerland have no preference over other creditors. The present issue 
of bank notes, as appears from information furnished to the Department 
of State, was over $25,000,000 ou December 31, 1884. 

ITALY. 

In order to eliminate from the circulating medium of the country the 
large amount of illegal and badly-secured issues of bauk notes which 
then existed, the law of April 30, 1874, was passed, after an elaborate 
examination into methods of other couuiries in dealing with the same 
subject. This act limited the emission of bank notes to six associated 
banks, which were required to issue $200,000,000 of notes to the Govern- 
ment of Italy, the Government paying interest ou the amount of notes 
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so loaned, and the banks being liable for their payment ratably to their 
capital. This issue of notes was for the purpose of taking up certain 
Government loans, and each of the associated banks was permitted in 
addition, tor its own use, to put out a certain amount of circulation which 
might be regulated by the Government to 40 per cent, of the capital of 
the bank. The associated circulation is practically the debt of the Gov- 
ernment, as Government securities equal in amount thereto were issued 
to and held as security by the associated banks for the loan of this cir- 
culation to the Government. The notes issued by the banks in their 
individual capacity" are redeemable in coin or in the association notes. 
Banks are compelled to report to the Government full particulars in re- 
gard to their issues. 



SPAIN. 

Bank notes are issued in Spain only by the Bank of Spain, with the head 
office at Madrid, which has between twenty- five and thirty branches. The 
bank is permitted to issue notes to three times its capital, which are 
issued entirely ou its credit. The bank is required to keep a reserve of 
33 percent., of its note issue in coin or bullion. The notes, theoretically, 
are payable in gold on demand, but a considerable proportion of its issue 
appears to be simply promises to “ pay to bearer,” the words “on de- 
mand” or “ presentation ” having been left out. and no statement is 
made as to whether or not the note is payable in gold or silver. The 
bank does not readily redeem its notes. They have been at a discount 
in Madrid and the circulation is somewhat limited. 

PORTUGAL. 

Bank notes are issued in Portugal by the Bank of Portugal, and cir- 
culate principally in Lisbon and Oporto. There are other banks of 
issue also in those cities, as well as in several of the smaller towns, 
whose circulation is not so generally current in business transactions. 
The Bank of Portugal has peculiar privileges, and contends that other 
banks have no right to issue circulation. The charter of this bank ex- 
pired in 1876, and it exists only' under a provisional renewal. Its notes 
are payable in gold on demand, with the exception of a small portion 
which are payable in silver and copper. These last circulate in Lisbon 
only, w here copper is legal tender to one-third of all payments. The 
English sovereign is legal tender in Portugal. Note holders of the 
Bank of Portugal are not better secured than the other creditors of the 
bank. The bank notes outstanding in Portugal on December 31, 1884, 
as reported to the Department of Estate, was $6,303,000. 

.JAPAN. 

Bank notes are issued in Japau by banks organized under a national 
bank act similar in terms to that of the United States. The first regu- 
lations of this act were issued iu 1872, and were revised and amended 
in September, 1876. There were, on June 30, 1881, 148 national banks 
in operation in Japan, with 110 branches. These banks had at that 
date outstanding circulating notes to the amount of 34,358,868 yeu.* 
There is also one so-called specie bank at Yokohama. This bank has 
the privilege of issuing “silver notes” to the extent of a million and a 



* The silver yeu is valued at 86.9 cents. 
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half yen. It apparently had outstanding in 1882, notes to the amount 
of 291,520 yen. The notes issued by the national banks are secured by 
a deposit of Government bonds, and the banks are under the supervision 
of the Banking Bureau of the Imperial Finance Department of Japan. 
The operation of the national bank act appears to have been of service 
to the country, and the notes issued by the banks circulate freely 
throughout the Empire. 

On the 27tli of June, 1882, the Government of Japan established an in- 
stitution to be known as the Bank of Japan, with a charter limited to 
30 years, and a capital limit of 10,000,000 yen, business to be confined to 
noil-hazardous transactions, and the bank required to transact such 
Government financial business as it shall be directed to perform. The 
issue of bank notes is prohibited for a time. The organization of this 
bank is similar to that of the Belgium State Bank. Its president is 
appointed directly by the Emperor, the Government subscribing for 
one half of its capital. It is evident that the intention is that this bank 
shall at some time in the future issue circulation under the direction 
of the Government. 

AMOUNT OF INTEREST-BEARING FUNDED DEBT IN THE UNITED STATES 
AND THE AMOUNT HELD BY NATIONAL BANKS. 

The public debt reached its maximum on August 31,1865, at which 
time it amounted to $2,845,907,626. More than twelve hundred and 
seventy-five millions of this debt were in temporary obligations of the 
Government, of which eight hundred and thirty millions bore interest 
at 7.30 per cent, per annum. The average rate of interest on seven- 
teen hundred and twenty-five millions of the debt at that date was 
6.62 per cent. This large amount of temporary obligations was 
funded within the three years which followed the close of the war, 
chiefly into six per cent, bonds. The six per cent, bonds were grad- 
ually reduced during the year 1869 and the seven years following, by 
payment and refunding into five per cents. The six per cents, together 
with the five per cents, were subsequently rapidly replaced by four and 
one-half and four percent, bonds, which were authorized to be issued 
by the act of July 14, 1870. In the year 1881 all of the unredeemed 
five and six per cent, bonds, amounting to $579,560,050, were contin- 
ued payable at the pleasure of the Government, with interest at 3£ per 
cent., by agreement with the holders. The act of July 12, 1882, au- 
thorized the refunding of the three and one half's into three per cents.; 
and since its passage all of these bonds have been converted into three 
per cents. No call has been made by the Secretary during the year 
ending November 1 for the payment of any portion of the threes, and 
the amount of each class of bonds making up the end re interest-bear- 
ing funded debt has but slightly changed during the past year. Ou 
June 30, 1885, the total registered bonds of the United States amounted 
to $1,071,460,262, of which sum $11,927,900 only was held in foreign 
countries. 

The report for 1879 and subsequent reports contain tables exhibiting 
the classification of the unmatured interest-bearing bonded debt of the 
United States and of the bonds held by the national banks for a series 
of years, and also tables showing the amount estimated to be held by 
savings banks, trust companies, etc. 
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f The following table is again presented, and exhibits the amount of 
the outstanding bonds of the Government, which represent the unma- 
tured interest-bearing bonded debt of the United States and the classi- 
fication of the same on the dates named: 



i 



Date. 



Six per cent, 
bonds. 



[Five per cent. Four and a half 
I bonds. percent, bonds. 



Four percent, 
bonds. 



Total. 



Aug. 31, 1865 

July 1, 1866 

July 1, 18o7 

July 1, 1868 

July 1, 1869 

July 1, 1870 ..... 

July 1, 1871 

July 1, 1872 

July 1, 1873 

July 1.1874 ... 

July 1, 1875 

July 1, 1876 

July 1, 1877 

July 1, 1878 

July 1, 1879 

July 1, 1880 

July 1, 1881 



$908,518,091 
1, 008, 3X8, 469 
1, 421, 110,719 
1,841,521,800 
1,886, 341,300 
1, 764, 932, 300 
1,613, 897, 300 
1, 374, 883, 8«.0 
1, 281, 23X, 650 
1 ,213, 624. 700 
1, 100, 865, 550 
984, 999, 650 
854. 621, 850 
73X, 619, 000 
310,932, 5‘>0 
235, 780, 400 
196, 378, 600 
Continued at 



$199,792,100 
i 198. 528, 435 
198, 533, 435 
221. 588, 4U0 

221.589.300 
221, 589, 300 

1 274.236,450 
414. 567, 300 

414. 567.300 
510, 62 x, 050 
607, 132, 750 
711, 6*5, 800 
703, 206, 650 
703, 266, 650 
646, 905, 5n0 
484. 864, 900 
439, 841, 350 

Continued at 



$140, 000, 000 
240, 000, 000 
250, 000, 000 
250, OoO, 000 
250, 000, 000 



$98, 850, 000 
679, 878. 110 
739, 347, 800 
739, 347, 800 



$1,108,310, 191 

1, 206. 916, 904 
1,619, 644,154 

2, 063, 110,200 
2, 107, 9: 0, 600 
1, 986, 521, 600 
1, 888, 133, 750 
1,780, 451,100 
1, 695, 805, 950 
1, 724. 252, 750 
1, 707, 998, 300 
1. 696, 68-5, 450 
1, 696, 888, 500 
1, 78o, 735, 650 
1,887,716, 110 
1, 709, 993, 100 
1,625,567, 750 



July 1, 1882 
July 1, 1883 
July 1, 1884 
July 1, 1885 
Nov. 1, 1885 



3£ per cent 
58, 957, 150 




34 per cent. 
401, 593, 900 
32, 082, 600 
3 per c« uta. 
304, 2u4, 350 
224,612, 150 
194, 190, 500 
194, 190, 500 



l 



s 



250, 000, 000 

250, 000, 000 

250, 000, 000 
250, 000, 0o0 
250, 000, 000 



739, 349, 350 

737, 942, 200 

737, 661, 700 
737,719, 850 
737, 740, 350 



1,449, 810, 400 

1, 324, 229, 150 

1, 212, 273, 850 
1, 181,910, 350 
1, 181, 930, 850 



Pacific sixes amounting to $64,623,512, the Navy pension fund, amounting to $14,000,000 in 3 per 
cents, the iuter *st upon which is applied to the payment of naval pensions exclusively, and $223,800 of 
refunding certificates, are not included in the table. 



SECURITY FOR CIRCULATING NOTES. 

The operations of the Treasury Department for a series of years have 
largely reduced the amount of interest receivable by the national banks 
on the bonds owned by them and deposited in trust with the Treasurer 
of the United States to secure their circulation, owing to the payment 
of a portion of the public debt and the many changes made in the 
classes of United States bonds by refunding or extension of the different 
issues of five aud six per cent, bonds to bear interest at 4£, 4, 3£, and 
3 per cent. Eighteen years ago the banks had on deposit, as security 
for circulation, $327,000,000 in United States bonds, of which amount 
$241,000,000 bore interest at 0 per cent, and $30,000,000 at 5 per cent.; 
and on July 1, 1882, they held $227,000,000 of three aud one-half per 
cent bonds. The five and six per cent bonds disappeared in the year 
1881 from the list of these securities with the exception of $3,500,000 of 
Pacific sixes, and since that year the three and one-half per cents have 
entirely disappeared. On November 1, 1885, more than 45 per cent, of 
the amount pledged for circulation consisted of bonds bearing interest 
at 3 per cent only, and the remainder, with the exception of $3,505,000 
of Pacifies, bear interest at the rate of four and tour and one- half per 
ceut. The average rate of interest now paid by the United States on 
the bonds deposited as security for circulating notes is a little more than 
3.6 per cent, upon their par value. 

The amouut and classes of United States bonds owned by the banks, 
including those pledged as security for circulation aud for public de- 
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posits ou the 1st day of July in each year since 1865, and upon Novem- 
ber 1 of the present year, is exhibited in the following table: 



Date. 



July 1, 1865. 
July 1, 1866. 
July 1,1867. 
July 1, 1868. 
July 1, 1869 
July 1, 1870. 
July 1,1871. 
July 1, 1872 
July 1, 1873. 
July 1, 1874. 
July 1, 1875. 
July 1, 1876 
July 1,1877. 
July 1, 1878. 
July l, 1879. 
July 1, 1880. 
July 1,1881. 



July 1, 1882. 

July 1, 1883. 

July 1, 1884. 

July 1, 1885. 
Nov. 1, 1885. 



United States bonds held as security for circulation. 



6 per cent, 
bonds. 



$170,382,500 
241, 083,500 
251, 430. 400 1 
250, 726, 950- 
255, 190, 350 
247, 355, 350 ! 
220, 497, 750 
173, 251, 450 
16(1, 923, 500 
154. 370, 700 
136, 955, 100 
109, 313, 450 
87, 600, 300 
82. 421, 200 
56. 042, 800 
5*, 056, 150 
61,901,800 
Continued j 
at 3J per 
cent.: 

25, 142, 600| 

385, 700 5 



Pacifica. 

3. 520, 000| 
3, 505, 000 



5 per cent. 4£ per cent, 
bonds. bonds. 



$65, 576, 600! 
86, 226, 8501 
89, 177, 100 
90, 76s, 950 
87, 661,250 
94. 923, 200 
139 387, H00 1 
2u7, 189. 2'»0i 
229, 487, 050! 

2 6, 800, 500' 
239, 359, 400; 
232, 081, 300] 
206,6 1,050 

199, 514, 550 
144, 616, 300 
139, 758, 650 
172, 348, 350 
Continued 

at per 
cent.: 

202, 487, 6501 
7, 402, 8U0| 

3 per cents 

200. 877, 850 
172, 412, 550 

142, 240, 850 
138, 920, 650 



4 per cent, 
bonds. 



Total. 



United 
States 
bonds held 
for other 
purposes 
at nearest 
date. 



Grand 

total. 



$44, 372, 250 
48. 448. 65o 
35, 056, 550 
37, 760, 950 
32, 600, 500 




$19, 162, 000 
118, 53*, 950 
126, 076, 300 
93, 637, 700 


32, 752, 650 


97, 429, 800 


^ 39, 408, 501 


104, 954, 650 


46, 546, 400 


111,690, 900 


48, 483, 050 

49, 547, 251' 


117, 001,300 
116,391,650 



$235, 959,1001 
327,310,350 
340, 0u7, 500 
341,495, 900; 
312, 851,600 
342, 278, 550 1 
359. 885. 550! 
380,440. 7U0- 
390,410, 550, 
39', 171,200! 
376, 314,500 
341,394, 750 
338,713, 600 

■jin r.an inn* 



5155, 785, 
121, 152, 
84, 002, 
80, 922, 
55, 102 
43. 980, 
39. 450, 
31.868, 
25, 724, 

25, 347, 

26, 900, 
45, 170, 
47.315, 
68, 850, 
76, 603, 
42, 831, 
63, 849, 



750 $391, 
950 448, 
650 424, 
500 422, 
000 397, 
600 386. 
800 399, 
200 412, 
400 416, 
100 416, 
200 403, 
300 386, 
050 386, 
900 418, 
520 430, 
300 404, 
950 424, 



744, 850 
463, 300 

610. 150 
418, 400 
953, UU0 

259. 150 
336, 350 
3>>8, 900 
134, 150 
518, 300 
214, 700 
565. 050 
028, 650 
397, 300 
858, 120 
483, 350 
338, 350 



43,122,550 400,935,250 

I 

34, CD4, 150j 387,123,650 

31,203,000 361,802,850 

32, 105,800 341,341,000 
31, 780, 100: 340, 144, 650 



The following table shows the authorizing act for each class of bonds 
held by the Treasurer as security for the circulatiug notes of the national 
banks ou the 1st day of November, 1885: 



Class of bonds. 


Authorizing act. 

. 


, Rate of ] 
interest, j 


Amount. 


Funded loan of 1891 


July 14, 1870, and January 20, 1871 


Per cent. 

4 

3 

6 


$49. 547, 250 
116,391,650 
138. 920, 650 
3, 5u5, 000 

3U8, 364, 550 




July 12, 1882 


Pacific Railway bonds 

Total 


July 1, 1862, aud July 2, 1864 ! 









The profits ou national bank circulation based on 4 and per cent, 
bonds are very small, after paying the annual tax of 1 per cent. At- 
tention is particularly called to carefully prepared tables by Mr. E. B. 
Elliott, Government Actuary, which appear in the Appendix on page 
125, in relation to the average price of the 4 and 41 per cent. United 
States securities for the year ending September 30, 1885, and computa- 
tions based thereon showing the annual profit ou circulation during the 
same period. 

5745 CUR 3 
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COMPARATIVE STATEMENTS OF THE NATIONAL BANKS FOR ELEVEN 

YEARS. 

The following table exhibits the resources and liabilities of the na- 
tional banks for eleven years, at nearly corresponding dates, from 1875 
to 1885, inclusive : 





Oct. 1, 
1875. 


Oct. 2, 
1876. 


Oct. 1, 
1877. 


Oct. 1, 
1878. 


Oct. 2, 
1879. 


Oct. 1, 
1880. 


Oct 1, 
1881. 


Oct. 3, 
1882. 


Oct. 2, 
1883. 


Sep. 30, 
1884. 


Oct. 1, 
1885. 




2, 087 
banks. 


2, 089 
banks. 


2,080 

banks. 


2, 053 | 2, 048 
banks. jbauks. 


2, 090 
banks. 


2, 132 
banks. 


2, 269 
banks. 


2, 501 
banks. 


2, 664 
banks. 


2, 714 
banks. 


RESOURCES. 


Millions. 


Millions. 


Millions. 


Millions 


Millions. 


Millions. 


Millions. 


Millions. 


Millions. 


Millions. 


Millions. 


Loans 


984.7 


931.3 


891.9 


834.0 


878.5 


1,041.0 


1, 173. 8 1, 243. 2 


1, 309. 2 


1, 245. 3 1, 306. 1 


Bonds for circulat’d . 


370.3 


337.2 


336. 8 


347.6 


357.3 


357.8 


363.3 


357.6 


351. 4 


327.4 


307.7 


Other U. S. bonds — 


28. 1 


47.8 


45.0 


94.7 


71.2 


43. .6 


56.5 


37.4 


30.7 


30.4 


31.8 


Stocks, bonds, &c 


33.5 


34 4 


34.5 


36.9 


39.7 


48. 9 


61.9 


66.2 


71. 1 


71.4 


77.5 


Due from banks 


144.7 


146.9 


129.9 


138.9 


167.3 


213.5 


230.8 


198.9 


208.9 


194.2 


235.3 


Beal estate 


42.4 


43. 1 


45.2 


46. 7 


47.8 


48.0 


47.3 


46.5 


48.3 


49.9 


51.3 


Specie 


8.1 


21.4 


22. 7 


30.7 


42.2 


109. 3 


114.3 


102.9 


107.8 


128.6 


17 1. 9 


Legal tender notes . . 


76.5 


84.2 


66.9 


64.4 


69. 2 


56.6 


53.2 


63.2 


70.7 


77.0 


69.7 


N at ’1-ban k notes 


18.5 


15.9 


15.6 


16.9 


16.7 


18.2 


17.7 


20. 7 


22.7 


23.3 


23.1 


C. H. exchanges 


87.9 


100. 0 


74.5 


82.4 


113.0 


121. 1 


189.2 


208.4 


96.4 


66.3 


84.9 


U S. cert, of deposit . 


48.8 


29. 2 


33.4 


3 2. 7 


26.8 


7.7 


6.7 


8.7 


10.0 


14.2 


18.8 


Due from U. S. Treas. 


19.6 


16.7 


16.0 


16.5 


17.0 


17.1 


17.5 


17.2 


16.6 


17.7 


14.9 


Other resources 


19. 1 


19.1 


28.7 


24.9 


22.1 


23.0 


26.2 


28.9 


28.9 


33.8 


36.9 


Totals 


1, 882. 2 


1,827.21,741.1 


1, 767. 3 


1, 868. 8 


2, 105. 8 2, 358. 4 


2, 399. 8 


2, 372. 7 


2, 279. 5 


2, 432. 9 


LIABILITIES. 
Capital stock 


504.8 


499.8 


479.5 


466. 2 


454.1 


457.6 


463.8 


483.1 


509.7 


524.3 


527. 5 


Surplus fund 

Undivided profits . . 


134.4 


132. 2 


122.8 


116.9 


114. & 


120.5 


128. 1 


132. 0 


142. 0 


147.0 


146.6 


53.0 


46. 4 


44.5 


44. 9 


41.3 


46.1 


56.4 


61.2 


61.6 


63.2 


59.4 


Circulation 


319.1 


292. 2 


291. 9 


301.9 


313.8 


317.3 


320.2 


315. 0 


310.5 


289.8 


269.0 


Due to depositors . - - 


679.4 


6(56. 2 


630. 4 


668.4 


736. 9 


887. 9 l, 083. 1 


1, 134.91, 063.6 


993. 0 


1, 120. 1 


Due to banks 


179.7 


179.8 


161.6 


165.1 


201.2 


267.9 


294.9 


259. 9 


270.4 


246.4 


299. 5 


Other liabilities 


11.8 


10.6 


10.4 


7.9 


6.7 


8.5 


11.9 


13.7 


14.9 


15.8 


10.8 


Totals 


1, 882. 2 


1, 827. 21, 741. 1 


1, 767. 3 


1, 868. 8 


2, 105. 8 2, 358. 4 

1 . 


2, 399. 8 2, 372. 7 
1 


2, 279. 5 


2, 432. 9 



The different items of resources and liabilities in the preceding table 
indicate that the business of the national banks during the past seven 
years has generally increased, having beeD larger during the past year 
than at any period since the organization of the national banking sys- 
tem. The items of United States bonds and circulation have decreased. 
It also appears from the table that the aggregate liabilities of the na- 
tional banks to depositors and correspondents, which were reduced 
during the previous year upwards of 94 millions, have increased during 
the present year more than 180 millions. 

The table also shows that during the same period the national banks 
increased their cash resources by about 46 millions of specie, and de- 
creased the same by about 2£ millions of legal tenders and United 
States certificates of deposit for same. 
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The following table is an abstract of the resources and liabilities of 
the uatioual banks at the close of business on the 1st day of October, 
1885, the condition of the Hew York City, Boston, Philadelphia, Balti- 
more, and other reserve city banks being tabulated separately from the 
other banks of the country: 



j Now York 
} City . 



44 banks. 



RESOURCES. 



Boston, 
Philadel- 
phia, and 
Baltimore. 



105 banks. ■ 



Other re- 
serve 
cities.* 



1 banks. 



Country 

banks. 



2, 467 banks. 



Aggregate. 



2,714 banks. 



Loans and discounts 

Overdrafts 

Bonds for circulation ... 

Bonds for deposit 

United States bonds on hand 

Other stocks and bonds 

Due from reserve agents 

Due from other national banks 

Due from other banks and bankers.. 
Beal estate, furniture, and fixtures.. 

Current expenses 

Premiums 

Checks and other cash items 

Clearing-house loan certificates 

Exchanges for clearing-house 

Bills of other national banks 

Fractional currency 

Trade dollars .~ 

Specie. 

Legal-tender notes 

United States certificates of deposit 

Five per cent, redemption fund 

Due from United States Treasurer . . 

Total 



LIABILITIES. 

Capital stock 

Surplus fund 

Undivided profits 

National-bank notes outstanding 

State-bank notes outstanding 

Dividends unpaid I 

Individual deposits 1 

United States deposits 1 

Deposits of United States disbursing 

officers 

Due to national banks 

Due t<* other hanks and bankers 

Notes aud bills rediscounted 

Bills payable 

Total 



$236, 

12 , 

4, 

14 , 



$218, 



479, 249, 186 



45, 350, 000 
22, 176, 008 
10,487, 171 
9, 917, 442| 
31, 19.'i 
232, 849] 
250, 494, 555 
420, 181 

47, 163 
105, 687, 963 
34, 199, 239 
205, 420 



479, 249, 186 



424, 271 $151, 
61, 902 
009, 950 
675, 000 
419,500 
097, 293 
110, 458 
059, 322 
617, 537 
571,017 
712, 308j 
185, 101 
428, 308! 



718, 195 
028, 400 
42, 799 
338. 744i 
364, 281. 
219, 212: 
805, 000, 
799, 737i 
157, 090] 



384,845,431 



80, 938, 510 
23, 954, 854 
5, 983, 167 
34, 270. 975 
20, 802 
1, 208, 854 
176, 043, 047 
454, 734 

18, 188 
47, 853, 728 
14, 095, 822 



2, 750 



384,845, 43 1! 



435, 4381 
322, 583 
070, 700 
788. 000 
510, 200] 
013, 425] 
292, 151 
586, 324 
185, 592 
846, 052 
866, 799 
233, 681 
658, 1351 



8, 265, 049 
2, 954, 676 
60, 593 
33,717 
19, 586, 788j 
14,357,351 
2, 575, 000 
1, 076, 774 
108, 035 



$694, 471, 
4, 537, 
231, 009, 
11. 174, 
7, 133, 
48, 141, 
95, 975, 
31. 475, 
9, 425, 
29, 699, 
4, 486, 
9, 106, 
9, 663, 



281, 827, 063 



54, 951, 500 
13,415,513 
4, 839, 819 
20, 986, 640 



246, 253* 
126, 049, 008] 
3, 435, 999] 

689, 647 
33, 823, 084) 
22, 206, 594 1 
460, 006, 
723, 0001 



1, 489, 710 
15, 481, 765 
337, 840 
1, 038, 519 
41, 467, 335 
29, 375, 936 
500, 000 
10, 173, 742 
823, 877 



l, 286, 991, 322 



346, 284, 400 
87, 078, 267 
38, 025, 362 
203, 694, 540 
84, 901 
1, 820, 370 
549, 785, 840 
7, 241, 708 

1, 959, 401 
26, 170, 130 
15, 613, 406 
7, 767, 367 
1, 465, 630 



281,827, 0631,286, 991,322 



L, 301, 155, 304 
4, 988, 687 
307, 657, 050 
17, 457, 000 
14, 329, 400 

77, 495, 230 
138, 378, 515 

78, 967, 698 

17, 987, 892 
51, 293, 801 

6, 853, 393 
12,511,333 
14, 347,579 
1, 110, 000 
84, 926, 731 
23, 062, 765 
477, 055 
1,605, 764 
174, 872, 572 
69, 738,119 

18, 800, 000 
13, 597, 353 

1, 299, 761 



2, 432, 913, 002 



527, 524, 410 
146, 624, 642 
59, 335, 519 
268, 869, 597 
136, 898 
3, 508, 326 
1, 102, 372, 450 
11,552,622 

2,714,399 
213, 534, 905 
86,115, 061 
8, 432, 793 
2, 191., 380 



2, 432, 913, 002 



* The reserve cities, in addition to New York, Bostou, Philadelphia, and Baltimore, are Albany, 
Pittsburgh, Washington, New Orleans, Louisville, Cincinnati, Cleveland. Chicago, Detroit, Milwaukee 
Saint Louis, and San Francisco. 
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The following table exhibits, in the order of their capital, the twenty- 
five States (exclusive of reserve cities), having the largest amount of 
capital, together with the amount of circulation, loans and discounts, 
and individual deposits of each on October 1, 1885 : 



States. 


Capital. 


Circulation. 


Loans and 
1 discounts. 


Individual 

depOvsits. 


Massachusetts i 


$45, 095, 650 


$34, 200, 534 


$86, 090, 367 


$51, 715, 307 


New York 


34, 819, 700 


23, 989, 591 


83, 654, 256 1 


77, 8114, 371 


Pennsylvania 


32, 665, 340 


23, 401, 460 


65, 259, 486 


61,821,735 


Connecticut 1 


24, 921,820 


15, 932, 6<K> 


40, 501, 279 


24, 482, 781 


Ohio I 


21, 909, 580 


13,474,579 


40, 660, 917 


31,51)4, 784 


Kln.de Island 


20. 840, 050 


12, 056, 177 


30, 974, 8d6 


13,096,232 


Illiuois ! 


]3, 673, 000 


6, 154, 525 


30, 636,484 


27, 693, 720 


New Jersey 


12, 208, 200 


8, 007, 406 


29, 343, 068 


32, 501, 422 


Indiana 


12, 189. 500 l 


6,734,150 | 


23,210,592 1 


19,845,317 


Minnesota 


11,390 000 ! 


1, 884, 576 1 


28, 076, 758 ■ 


19, 651, 299 


Maine 


10,360,000 , 


7, 683, 079 


16, 577, 506 


10, 095, 495 


Michigan 


10, 194, 600 ; 


3, 479,715 


21, 321, 908 


18, 575, 061 


Iowa 


10, 155, 000 


3,813, 858 


21, 020, 360 


17, 053, 775 


Kentucky 


9,648,900 ; 


5,714, 770 


14. 770, 265 ! 


8, 233, 931 


Vermont 


7,541, 000 i 


5,355,913 


10,543,083 


5, 154, 308 


Texas 


6,880,000 | 


1, 739, 250 


13, 087, 251 


9, 183, 872 


Ni w Hampshire 


6. 105, 000 | 


5, 149, 045 


8,333,617 


5,425, 196 


Nebraska 


5, 949, 250 1 


1, 774. 330 


15, 217, 754 


11,316, 707 


Tennessee 


5,007,500 1 


2, 114, 010 


11,468,980 


7, 783, 995 


Kansas 


4, 995, 720 


1, 435, 705 | 


10, 610, 954 


10,089, 967 


Wisconsin 


3,785,000 ■ 


1, 51.7. 078 | 


9, 570, 727 


10 132,396 


Virginia 


3, 576, 300 


2, 007, 500 1 


9, 420, 831 


8, 376, 663 


M is so uri 


3,311,000 1 


1,251,618 1 


7,217, 665 


5, 972, 242 


Man land 


2,716,700 ! 


2, 143,702 ! 


5, 695, 512 


5,744, 199 


Georgia 


2,472,345 i 


1,570,900 | 

1 


5, 282, 217 


3, 335, 352 



REDEMPTION. 

Since the passage of the act of June 20, 1874, section 3 of which 
requires the banks at all times to keep on deposit in the Treasury 5 per 
cent, of their circulation as a redemption fund, tliat fund, as a rule, 
has been maintained, and circulating notes of the banks have been 
promptly redeemed at the Treasury without expense to the Government. 

From the passage of the act of dime 20, 1874, to November 1, 
1885, there was received at the redemption agency of the Treasury 
$1,504,305,738 of national bank currency for redemption. During the 
year the receipts amounted to$l 15,880,327, of which amount $00,974,000, 
or nearly 40 per cent., was received from the banks in the city of New 
York, and $29,762,000, or upwards of 20 per cent., from the banks in 
the city of Boston. The amount received from Philadelphia was 
$7,440,000, from Chicago $3,943,000, from Cincinnati $2,154,000, from 
Saint Louis $1,668,000, from Baltimore $3,797,000, from Providence 
$2,470,000, from New Orleans, $2,514,000, and from Pittsburgh $576,000. 

The following table* exhibits the amount of national-bank notes re- 
ceived monthly for redemption by the Comptroller of the Currency 
during the year ending October 31, 1885, and the amount received dur- 
ing the same period at the redemption agency of the Treasury, to- 
gether with the total amount received since the passage of the act of 
June 20, 1874: 



Notes of gold banks are not included in the table. 
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Received by the Comptroller of the Currency. 



Months. 


From na- 
tional ban ks 
for reissue 
or surren- 
der. 


From re- 
demption 
agency 
for reissue. 


Act of 
June 20, 
1874. 


Notes of na- 
tional banks 
in liquida- 
tion. 


Total. 


Received at 
redemption 
agency. 


1884. 

November 


I 

$65,040 | 


$5, 279, 800 


$2, 002, 195 


$660, 785 


$8, 007, 820 


$11, 471, 644 


December 


77, 500 


5,535,800 


1, 971, 575 


644, 639 


1 8, 229, 514 


12,240,921 


1885. 


January 


83, 040 


6, 531, 000 


2,266,140 j 


798,262 


! 9, 678, 442 


17, 882, 887 


February 


11,750 


7, 343, 600 


2, 072, 533 


784, 537 


10,212,420 


10, 972, 096 


March . . 


45, 000 


6,413, 300 


1, 724, 795 


785, 580 


8,968,675 


10. 195, 586 


April 


7, 440 


6,221,400 


1, 472, 480 


819, 729 


8, 521, 049 


12, 849, 026 


May 


26, 900 


6, 591, 100 


1, 527, 4:0 


998,910 


9, 144. 330 


14, 189. 983 


June 


130, 250 


8. 558. 600 


256, 600 


107, 870 


9. 053, 320 


16, 652, 302 


July 


10 


6, 482, 500 


1, 660, 415 


1, 259, 814 


9, 402, 739 


12,131,083 


August 


8, C90 


4, 848, 900 


813,500 


807, 184 


6,477,674 


9, 893, 843 


September 


60 


4, 140, 900 


827,510 


799 076 


5,767,546 


7, 588, 980 


October 


22, 060 


3, 675, 930 


1,981, 120 


482, 794 


6, 161, 904 


10,111,976 


Total '. 


477, 140 


71, 622, 830 


18, 576, 283 


8, 949, 180 


99,625,433 1 


145, 880, 327 


Received from June 20, 


1874, to October 31, 1884 


15, 042, 450 


622, 042, 055 


140, 342, 018 


33, 354, 329 


810, 780, 852 


1/448, 485,411 


Grand total 


15, 519, 590 


693, 664, 885 : 


158, 918, 301 


42, 303, 509 


910, 406, 285 


1, 594, 365, ^8 



The amount of notes fit. for circulation returned by the redemption 
agency to the banks of issue during the year was $46,402,730, being an 
increase over last year of $43,322,430. 

The total amount received by the Comptroller of the Currency for de- 
struction, from the agency and from the banks direct, was $72,099,970. 
Of this amount, $4,953,400 were the issues of banks in the city of New 
York, $9,557,000 of banks in Boston, $3,018,300 of Philadelphia, 
$3,463,000 of Providence, $1,812,600 of Baltimore, $1,818,000 of Pitts- 
burgh, $1,033,700 of Cincinnati, $591,500 of Louisville, $415,000 of 
Albany, $428,700 of New Orleans, and of each of the other principal 
cities less than $300,000. 

The following table exhibits the number and amounts of national-bank 
notes of each denomination which have been issued and redeemed 
since the organization of the system, and the number and amount out- 
standing on November 1, 1885: 



Denominations. 




Number. 




j Amount. 


Issued. 


| Redeemed. 


Outstanding. 


i 

i Issued. 


j Redeemed. 


Outstanding. 


Ones 


23, 167, 677 


! 22, 731, 963 


435, 714 


$23, 167, 677 


1 

1 $22,731,963 


$435, 714 


Twos 


7, 747, 519 


7, 628 877 


1 18, 042T 


15, 495, 038 


15, 257, 754 


237, 284 


Fives 


93, 208. 400 


76. 817, 066 


16, 391, 334 


466, 042, 000 


384, 085, 330 ! 


8!, 956, 670 


Tens 


39, 8H4, 001 


29. 382, *72 


10.421, 129 


398, 040, 010 


293, 828, 720 i 


104,211,290 


Twenties 


12,318, 173 


8, 563, 797 


3, 754, 376 


246, 363, 460 


171,275,940 j 


75, 087, 520 


Fifties 


1, 75*, 533 


1, 345, 762 


412,771 


87, 926, 650 


| 67,288, 100 1 


20, 638, 550 


One hundreds 


1, 287, 686 


971,922 


315, 764 


128, 768, 600 


I 97, 192, 200 


31, 576, 400 


Five hundreds 


23, 924 


22, 727 


1, 197 


11. 962, 000 


11,363,500 


598, 5U0 


One thousands 


7, 369 


7,238 


131 


7, 369, 000 


7, 238, 000 


131, 000 


Portion of notes lost 














or destroyed 






1 




-21,890 j 


+21, 890 














179,323,282 


147, 472, 224 


31,851,058 


1,385, 134, 435 


1, 070, 239, 617 


314, 894, 818 



A table showing the number aud denomination of national-bank notes 
issued and redeemed, aud the number of each denomination outstand- 
ing on November 1, for the last thirteen years, will be found in the 
Appendix. 
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"The following table exhibits the amount of national-bank notes re 
ceived at this office and destroyed yearly since the establishment of the 
system : 



Prior to November 1, 1865 

During the year ending — 

Oct, HI,' 1866 

Oct. 31, 1867 

' Oct, 31, 1868 

Oct. 31, 1869 

Oct. 31, 1870 

Oct. 31, 1871 

Oct. 31, 1872 

Oct. 31, 1873 

Oct. 31, 1874 

Oct. 31, 1875 

Oct, 31, 1876 

Oct. 31, 1877 

Oct. 31, 1878 

Oct. .31, 1879 

Oct. 31, 1880 

Oct. 31, 1881 

Oct. 31, 1882 

Oct, 31, 1883 

Oct. 31, 1884 

Oct, 31, 1885 

Additional amount of notes of insolvent and liquidating jiational 
banks 



|175,490 00 

1,050,382 00 
3,401,423 00 
4,602,825 00 
8,603,729 00 
14,305,689 00 
24,344,047 00. 
30,211,720 00 
36,433,171 00 
49,939,741 00 
137,697,696 00 
98,672,716 00 
76,918,963 00 
57,381.249 00 
41,101,830 00 
35,539,660 00 
54,941,130 00 
74,917,611 50 
82,913,766 00 
93, 178,418 00 
91,048,723 00 

52,859,636 90 



Total 1,070,239,616 40 

Notes of gold banks are not included in the above table. 

NATIONAL-BANK FAILURES. 

The total number of national banks placed in the hands of receivers 
to November 1, 1885, has been 104, of which 4 became insolvent and 
were placed in this category since November 1, 1884. A full list of 
these bauks will be found in the appendix, with the amount of capital, 
claims proved, and dividends paid. The four which have failed during 
the past year are as follows : 



Name of bank. 


Capital. 1 


Receiver 

appointed. 




$200, 000 ' 
50, 000 
50, 000 
300, 000 , 


Nov. 29, 1884 
Deo. 17, 1884 
Mar. 23, 1885 
Apr. 9, 1885 


Farmers’ Narional Bank of Buslm.ll, 111 . 







The affairs of seven banks have been finally closed, and a final divi- 
dend has been made to their creditors during the year. These banks, 
with the total dividends paid by each, are as follows: 



j 

Name of bank. 


Total 
dividends 
on princi- 1 
pal. 


Propor- 
tion of 
interest 
paid. 




Per cent 
23. 37 
77.512 i 
37. 6483 i 
88 

38.10 

100 

100 


Per cent 




















100 

100 







+ An assessment of 100 per cent, was made on the stock of this bank, but the amount paid was re- 
turned to the stockholders ; 5 per cent, during the present year. 

t A n assessment of 25 per cent, was made on tlie stock of this bank, but 64.625 per cent, of the amount 
paid under this assessment was returned to stockholders during the present jear. 
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Tbe affairs of a number of banks in the hands of receivers have been 
completely liquidated, with the exception of some matters involved in 
litigation now pending in the courts. Much of this litigation is pending 
in courts of last resort, and it may be some time before the cases can be 
heard and decided. This condition of things may delay the final settle- 
ment of the affairs of these associations. In such cases, however, the 
receivers are, as a rule, paid no salary, it being understood that on final 
settlement of the affairs of the banks they shall be paid only for actual 
services rendered. The names of the banks in this condition, with the 
dividends already paid to their creditors, are as follows: 



Name of bank. 


Dividends 

paid. 




Per cent. 
50.0 




62. 0 




39.5 




62. 0 




50. 0 




*100. 0 


Third National Bank of Chicago, III 


*100.0 
60. 0 




60. 0 




40. 0 




85.0 




50, 0 




1 100.0 




70.0 





*And interest. t And 50 per cent, of interest. 



The following dividends have been paid to the creditors of insolvent 
banks during the past year, the total dividends paid up to November 
1, 1885, being. given in each case: 



Name of bank. 



Venango National Bank of Franklin, Pa 

New Orleans National Banking Association of New Orleans, La. 

First National Bank of Anderson. Ind 

City National B*nk of Chicago, 111 

Fir st. National Bank of Georgetown, Colo 

First National Bank of Allentown, Pa 

First National Bank of Wavnesburg, Pa 

First National Bank of Dallas, Tex 

Second National Bank of Scranton. Pa 

First National Bank of Newark, N. J 

First National Bank of Brattleboro. Vt 

First National Bank of Buffalo, N. Y 

Pacific N.uio? al Bank of Boston, Mass 

First National Bank of Union Mills, Union City, Pa 

Vermont National Bmk of Saint. Albans, Vt 

Fir st National Bank of Leadvillo, Colo 

First National Bank of Saint Albans, Vt 

First National Bank of Monmouth, III 

Marine National Bank of New York, N. Y 

Hot Springs National Bank of Hot Springs, Ark 

Richmond National Bank of Richmond, Ind 

Logan National Bank of West Liber ty, Ohio 

Middletown National Bank of Middletown, N. Y 

Farmers’ National Bank of Busline!!, Ill 

Schoharie County National Bank of Schoharie, N. Y 

Exchange National Bunk of Norfolk. Va 

First National Bank of Jamestown, Dak 



Dividends 
paid during 
the past 
year. 


Total 
dividends 
paid to 
depositors. 


Proportion 
of interest 
paid to 
depositors. 


Per cent. 


Per cent. 


Per cent. 


8. 37 


23. 37 




2 


62 




14. 50 


39. 50 




.512 


77. 512 




15. 1483 


37. 6483 




3 


88 




20 


60 




1. 10 


38. 10 





*50 


100 


50 


to 


100 


100 


+64.625 


100 


100 


5 


38 




5 


15 




10 


60 




30 


42. 50 






25 




12. 50 


12. 50 




20 


90 




15 


40 




40 


70 




36 


36 




30 


30 




40 


40 




40 


40 




20 


20 




20 


20 




100 


1.00 


100 



*Of interest. 

t An assessment of 100 per cent, was made on the stock of this hank, but the amount paid was re- 
turned to the stockholders, 5 per cent during the present year. 

JAn assessment of 25 per cent, was made on the stock of this bank, but 64.625 per cent, of the 
amount paid under this assessment) was returned to the stockholders during the present year. 
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As has been seen, there have been but four failures of national banks 
during the year ending November 1, 1885, as against eleven during the 
previous year. An inspection of the above list will show that each of 
the four banks failed this year has already paid a dividend to its cred- 
itors, two of them 40 per cent, each, and two 20 per cent each. 

If receivers, on taking charge of insolvent national banks, discover 
evidence which appears to indicate that insolvency has been caused by 
practices iu violation of the criminal statutes of the United States, such 
evidence is at once, by direction of this office, referred through the proper 
channels to the Department of Justice for appropriate action against 
those who appear to have rendered themselves liable to the penalties 
of the law. Prosecutions of officers of many of the insolvent national 
banks have been instituted*by the Department of Justice through the 
United States attorneys iu the districts where the banks were located, 
and as a rule convictions have been secured where indictments have 
been found. A number of proceedings of this character are now pend- 
ing. 

Since the commencement of the national banking system 104 banks 
have been placed iu the hands of receivers, 549 banks have voluntarily 
closed their business by a vote of stockholders owning two-thirds of the 
stock, under the provisions of sections 5220 and 5221 of the Devised 
Statutes, and the corporate existence of 26 expired by limitation. Of 
the banks in the hands of receivers, 9 had been previously placed in 
liquidation by their stockholders, but failing to pay their depositors, re- 
ceivers were afterwards appointed by the Comptroller to wind up their 
affairs. Of the 104 banks placed in the hands of receivers, 70 have 
been finally closed, leaving 34 iu process of settlement, of which, as has 
been seen, 14 are virtually closed with the exception of pending litiga- 
tion, leaving 20 receiverships only in active operation. 

Since the commencement of the system there has absolutely been no 
loss to the note holders of insolvent national banks, every note hav- 
ing been promptly redeemed on presentation at the United States 
Treasury. The loss to the depositors of these insolvent national banks 
duriug the twenty-two years elapsed since the passage of the act of Feb- 
ruary 25, 1863, as nearly as can be estimated, takiug into consideration 
dividends which will probably hereafter be paid, has beeu about 
$9,869,000. The average annual loss to depositors has been therefore 
about $448,000 iu the business of corporations having from year to year 
an average capital of about $450,000,000, which corporations have been 
responsible for the safe keeping of deposits iu their hands averaging 
constantly over $800,000,000. The annual average loss to depositors of 
all the national bauks is therefore not in excess of one-twentieth of 1 
per cent. 

The total amount so far paid to creditors of insolvent national banks 
has been $25,651,390 upon proved claims amounting to $43,159,252. 
The amount paid duriug the year has been $2,151,868. 

Assessments amounting to $9,812,750 have been made upon stock- 
holders of the insolvent natioual banks to enforce their individual lia- 
bility under section 5151 of the Revised Statutes of the United States. 
From this source $3,982,627 has been collected ; $348,670 of this amount 
during the past year. 

Reference is again made to the tables in the Appendix, showing na- 
tional banks which have been placed in the hands of receivers, the 
amount of their capital, of the claims proved, and the rates of dividends 
paid, and also showing the amount of circulation of such banks issued, 
redeemed, and outstanding. 
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As stated in his last report : 

“ It is the intention of the Comptroller to rigidly enforce the bank act and to call 
the attention of the Department of Justice to any criminal violations of the same, 
but experience has proved that it is difficult, not only under the bank act, but gener- 
ally under criminal statutes, to always obtain sufficient evidence to convict offenders. 
The Comptroller is of the opinion that, with a few exceptions, the national bank act 
has adequate provisions for the prosecution and couvietiou of those who lay them- 
selves liable to its penalties. As stated elsewhere, bank failures are not so much due 
to the inadequacy of the law as to the failure on the part of the officers and directors 
to maintain a proper supervision of the affairs of their associations.” 

TAXATION. 

The only United States tax now paid b,y the national banks is the 
semi annual duty of one-half of 1 per cent, upou the average amount of 
their notes in circulation during the preceding six months. The pro- 
hibitory tax of 10 per cent, upon State bank circulation paid out, as 
provided by section 3412 of the Revised Statutes, is also still in force. 
Section 5173 of the Revised Statutes provides that the expenses of the 
Bureau of the Comptroller of the Currency, including those of the 
plates and dies used for the printing of national-bank notes and of the 
printing of such notes, shall be paid out of the proceeds of the tax on 
circulation. 

The act of June 20, 1874, provides for the redemption of national- 
bank notes in the office of the Treasurer of the United States; that the 
cost of such redemptions shall be paid by the banks; and that the cost 
of the plates for printing, up to that time paid out of the proceeds of 
the tax on circulation, shall thereafter be paid from the proceeds of an 
assessment upon the banks. Section 6 of the act of July 12, 1882, for 
extending the corporate existence of national banking associations, 
provides that the cost of engraving plates for the issue of circulation 
of new design, required by the section, should also be paid by the banks. 
It was the evident intention of the enactors of the original banking law 
that all the expenses which were incurred by the Government in pre- 
paring circulation to be issued to national associations, as well as the 
expenses of carrying on the Bureau of the Comptroller of the Currency 
and enforcing the restrictions of the national banking laws, should be 
defrayed from the tax on circulation. As has been seen, this principle 
was changed by the act of June 20, 1874, which, without abolishing the 
tax on circulation, imposed on the banks the expense of the redemption 
of their notes and preparation of their plates, and this course was also 
followed in the act of July 12, 1882. 

The Comptroller in his last annual report suggested that, inasmuch 
as the constant contraction of the volume of the national-bank currency 
was due in great measure to the fact that under present conditions banks 
can make but a nominal profit from the issue of circulation, a ready 
and simple way to prevent a further diminution of the volume of na- 
tional-bank notes would be to abolish this tax, and also that if this tax 
were abolished the expenses of the Bureau of the Comptroller of the 
Currency could be paid by a pro rata assessment on the banks, as is now 
done in the case of the redemption of their notes by the Treasurer of 
the United States and in the case of the expenses of preparing plates 
for printing notes. 

The total expense of the Office of the Comptroller of the Currency 
from the date of its organization to June 30, 1885, has been $0,060,227.37, 
and the expense for the year ending on that date $225,293.38. Proin 
the tax on circulation for the year ending June 30, 1885, $2,794,584.01 
was realized by the United States Treasury. 
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The total taxes collected from the national banks to the end of the 
present fiscal year are shown in the following table : 



Years. 



1864. 

1865. 

1866. 

1867. 

1868. 

1869. 

1870. 

1871. 
1872 

1873. 

1874. 

1875. 

1876. 

1877. 

1878. 

1879. 

1880. 

1881. 

1882. 

1883. 

1884. 

1885. 



Aggregates 



On circulation. 


On deposits. 


On capital. 


Totals. 


$53, 193 32 
733, 247 59 
2, 106. 785 30 
2, 868, 636 78 

2, 946, 343 07 
2,957,416 73 
2,949,744 13 
2,987,021 69 
3, 193, 570 03 
3,353,186 13 
3,404,483 11 
3, 283, 450 89 
3, 091, 795 76 
2, 900, 957 53 
2, 948, 047 08 
3,009,647 16 
3, 153, 635 63 
3, 121,374 33 
3,190,981 98 
3, 132, 006 73 

3, 024, 668 24 
2,794,584 01 


$95,911 87 
1,087,530 86 
2, 633, 102 77 
2, 650, 180 09 
2, 564. 143 44 
2, 614, 553 58 
2. 614, 767 61 

2, 802, 840 85 
3, 120, 984 37 
3, 196, 569 29 

3, 209, 967 72 
3, 514, 265 39 
3, 50\ 129 64 
3,451,965 38 
3,273, 111 74 

3, 309, 668 90 
4,058,710 61 

4, 940, 945 12 

5, 521, 927 47 
*2, 773, 790 46 


$18,432 07 
133, 251 15 
400, 947 74 
321,881 36 
306, 781 67 
312, 918 68 
375, 962 26 
385, 292 13 
389, 356 27 
454,891 51 
409, 048 02 
507, 417 76 
032,296 16 
660, 784 90 
560, 296 83 
401,920 61 
379,424 19 
431,233 10 
437, 774 90 
*269, 976 43 


$167, 537 26 

1, 951, 029 60 
5, 146, 835 81 
5, 840, 698 23 
5, 817, 268 18 

5, 884, 888 99 
5,940,474 00 

6, 175, 154 67 

6, 703, 910 67 

7, 004, 646 93 
7, 083, 498 85 
7, 305, 134 04 
7,229,221 56 

7, 013, 707 81 
6, 781, 455 65 
6. 721, 236 67 
7,591,770 43 

8, 493, 552 55 

9, 150, 684 35 
6, 175, 773 62 
3, 024, 668 24 

2, 794, 584 01 











61,204,777 22 


60, 940, 067 16 


7, 855, 887 74 


130, 000, 732 12 



* Six months to June 1, 1883. 

The following table exhibits the taxes upon the circulation, deposits, 
and capital of banks, other than national, collected by the Commissioner 
of Internal Revenue, from 1864 to November 1, 1882, the date upon 
which the taxation of capital and deposits ceased : 



Years. 


On circulation. 


On deposits, j 


On capital. | 


Totals. 


1864 


$2,056 996 30 


$780, 723 52 




$2,837,719 82 




1,993,661 84 


2,' 043^841 08 


$903, 367 98 


'4,' 940,' 870 90 


1866 


990,278 11 


2, 099, 035 83 


374,074 11 


3, 463, 988 05 


1867 


214, 298 75 


1,355, 395 98 


476, 807 73 


2, 046. 562 46 


1868 


28, 009 88 


1,438,512 77 


399, 562 90 . 


1, 860, 745 55 


1869 . . 


10,565 05 


1,734,417 03 


445,071 49 


2, 196, 054 17 


1870 


15,419 94 


2, 177, 576 46 


827, 087 21 . 


3, 020,083 61 


1871 • 


22,781 92 


2,702, 196 84 • 


919, 262 77 ; 


3, 044, 241 53 


1872 1 


8,919 82 


3,643,251 71 


976, 057 61 


4, 628, 229 14 


1873 


24, 778 62 


3, 009, 302 79 


736, 950 03 


3,771,031 46 


1874 


16,738 26 


2. 453, 544 26 


910, 878 15 


. 3,387,100 67 


1875 ; 


22, 740 27 


2, 972, 260 27 


1, 102,241 58 


4, 097, 248 12 


1876 ! 


17,947 07 


2.999,5 .0 75 


989,219 01 


4, 000, 098 03 


1877 1 


5,430 16 


2,896,037 93 ! 


927, 001 24 


3, 829, 729 33 


1878 1 


1, 118 72 


2, 593. 687 29 . 


897, 225 84 


3,492,031 85 


1879 


13, 903 29 


2,354,91) 74 , 


830, 008 56 


3, 198,883 59 


1880 ! 


28. 773 37 


2,510,775 43 ! 


81 1, 436 48 


3, 350, 985 28 


1881 ! 


4,295 08 


2, 940, 9"6 64 


811,006 35 


3, 762, 208 07 


1882 1 


4, 285 77 


4. 096, 102 45 | 


1, 153, 070 25 


5, 253, 458 47 


1882* 1 




1,993,020 02 


489, 033 53 


2, 482, 059 55 


Aggregates 


5, 487, 008 82 


48, 802, 237 39 


14, 986, 143 44 


69, 275, 989 65 



j 



* Six months to November 30, 1882. 



STATE TAXATION OF NATIONAL BANKS. 

The reports of the Comptroller of the Currency for the years 1877, 
1880,1881, and 1882 contain chapters on the subject of State taxation of 
national bank shares, in which the decisions of the courts construing 
the effect of the provisions of the national banking law permitting 
such taxation were considered. 
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In view of the recent decision of the United States Supreme Court in 
the case of Boyer v. Boyer, and the action of the New York banks in 
seeking the protection of the courts against the alleged discriminating 
taxation of their shares by the city of New York for the year 1885, it is 
deemed best to give in this report a brief resume of the law authoriz- 
ing State taxation ot national-bank shares, and the most important de- 
cisions of the courts construing this law. 

The original national currency act of February 25, 1803, contained 
no provision authorizing the States to tax national banks in any 
manner whatever. The number of banks organized under this act was, 
however, comparatively small, and the capital small compared with 
the capital invested in banks organized under State laws, over which 
the States had full power of taxation. Much of the opposition to the 
national system at the time of its inception was manifested by those 
who regarded it as hostile to the State systems, and as a step toward 
the removal of one objection, at least, to the State systems becoming 
merged in the national, Congress seems to have regarded it as neces- 
sary to grant to the States the authority to tax national banks. At an 
early day the Supreme Court of the United States had held that the 
States had no power to impose taxes on corporations created by Con- 
gress, and the same court has since held that the States cannot impose 
any tax whatever on national banks without the authority of Congress. 
(Williams v. Assessors.) 

The power to tax national bank shares was granted, arid the method 
of imposing such tax indicated by three provisos attached to section 4L 
of the act of June 3, 1864, by which the original act of February 25, 
1863, was superseded. Under this law, shares of national-bank stock 
were made liable to assessment by State authority at the place where 
the bank was located, but not at a greater rate than was assessed upon 
other moneyed capital in the hands of individual citizens of such State, 
and the tax imposed was not to be at, a greater rate than was imposed 
upon the shares of banks organized under State law. Beal estate be- 
longing to a national bank was to be taxed as other real estate was 
taxed. 

The q uestion that appears to ha ve first arisen as to the proper construc- 
tion of the law permitting State taxation of national bank shares, was in 
regard to the exemption of United States bonds held by national banks, 
in arriving at the value of the shares liable to taxation. The Hon. Free- 
man Clarke, then Comptroller of the Currency, in his report to Congress 
for the year 1865, took strong ground in favor of the exemption of United 
States bonds held by the national banks. He claimed that unless such 
bonds held by a national bank were deducted from its capital in order 
to arrive at the value of the shares liable to taxation, the States ex- 
ercised indirectly the right of taxing United States bonds, although 
such bonds were exempted by law from direct state taxation, and that 
thus bonds held by national banks were taxed while those held by in- 
dividuals were exempted. He says, in regard to the ground taken by 
some, that a tax on the shares was not a tax upon the securities repre- 
sented by those shares; “that the position assumed by those who favor 
this hypothesis will be found, upon critical examination, to be fallacious 
can scarcely admit of a doubt.” 

The point came before the United States Supreme Court for decision 
in Van Allen v. Assessors (3 Wall., 573), and it was decided by the ma- 
jority of the court that a share of national bank stock was a distinct 
thing from the capital of the bank, which capital may be invested in 
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United States bonds — that the shares are property in the hands of in- 
dividuals, while the corporation is the legal owner of all the property 
of the bank, real and personal. 

The interest of the shareholder entitles him to participate in the 
profits of the corporation while the latter is in existence, and also upon 
its dissolution to receive his proportionate share of such property as 
may remain after the payment of its debts. It is this entire interest 
that Congress has left subject to taxation by the States, and not such 
portion as might remain were the amount invested in United States 
bonds deducted from capital. 

The court also held in this case that a New York statute, assessing 
shares of national banks for purposes of taxation at the same rate at 
which other moneyed capital was assessed, the tax not to exceed the par 
value of the shares, was void, because it was contrary to the provisions 
of the Federal law — that taxation of national bank shares was not to be 
at a greater rate than was imposed on State bank shares. 

The State banks in New York were not taxed on their shares, but on 
capital, from which the deduction of the amount invested in United 
States securities was allowed, while this deduction could not be made 
to reduce the value of national bank shares. The question then arose 
in a new form. Inasmuch as the law provides that shares of national 
banks shall be assessed at the same rate as other moneyed capital in 
the hands of individual citizens, and inasmuch as United States bonds 
and securities are exempt in the hands of individual citizens ; when the 
capital of national banks is invested in United States bonds, is not 
the State tax on their shares invalid ? The United States Supreme 
Court in People v. Commissioners (4 Wall., 244) decided that under such 
circumstances the State tax ou national- bank shares was valid. Under 
these two decisions it is apparent that no deduction can be made from 
the value of shares of national banks on account of the exemption from 
tax of some of the assets in which their capital may be invested. This 
principle will apply to United States notes and to United States or 
other securities which may by law be exempt from taxation. 

The next important case bearing on this matter decided in the United 
States Supreme Court was that of Lionberger v. House. This turned 
upon the construction of that portion of the Federal law providing that 
the tax on national-bank shares should not be at a greater rate than 
was imposed on the shares of State banks. The point raised was that 
the State of Missouri taxed some State banks less than others. These 
lightly taxed banks, holding an inconsiderable portion of the banking 
capital of the State, were organized under special charters, granted 
prior to the commencement of the national system, which the State had 
no power to chauge. There was no discrimination as between national- 
bank shares and those of State banks not so specially exempted. The 
court construed the clause of theFederal law in question to mean only 
that the State, as a condition to the exercise of the power to tax the 
shares of national banks, shall, as far as it has the capacity, tax in like 
manner the shares of banks of its own creation. 

The act of February 10, 1868, was passed to further define the place 
and manner of taxation of national bank shares, amending section 4L 
of the act of June 3, 1864. It may perhaps be regarded as superseding 
that section to the extent of dropping out the proviso that shares of 
national banks shall be taxed at a rate no greater than is imposed on 
the shares of State banks. This appears to be the view taken by Con- 
gress in 1873, when approving the Revised Statutes, as in those statutes 
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this proviso is not included. Section 5219, which now embodies the 
law on State taxation of national-bank shares, is as follows: 

Sec. 5219. Nothing herein shall prevent alt the shares in any association from 
being included in the valuation of the personal property of the owner or holder of 
sneli shares, in assessing taxes imposed by authority of the State within which the 
association is located ; but the legislature of each State may determine and direct the 
manner and place of taxing all the shares of national banking associations located 
withiy the State, subject only to the two restrictions, that the taxation shall not be 
at a greater rate than is assessed upon other moneyed capital in the hands of indi- 
vidual citizens of such State, and that the shares of any national banking associa- 
tion owned by non-residents of any State shall he taxed in the city or town where 
the bank is located, and not elsewhere. Nothing herein shall be construed to exempt 
the real property of associations from either State, county, or municipal taxes, to the 
same extent, according to its value, as other real property is taxed. 

The validity of State taxation on national bank shares, is under this 
section, to bedetermined solely by the inquiry whether it is at a greater 
rate than is assessed upon other moneyed capital in the hands of indi- 
vidual citizens. There has, however, been great difficulty in so regulat- 
ing the taxation of national-bank shares by the States as to conform 
strictly to the intent of this law. As a consequence, in many of the 
States, national-bank shares, in the assessment and collection of taxes, 
have, it is alleged, been in different ways subjected to severe and 
unjust discrimination, as compared with other moneyed capital. Some 
of the methods of discrimination are as follows: 

(1) Differences are made in the valuation of national-bank shares for 
purposes of assessing taxes, as compared with the valuation of other 
moneyed capital for the same purpose. 

(2) The individual holders of other moneyed capital have been allowed 
to make deductions on account of certain exemptions, such as debts 
owed by such individual holders, when holders of national-bank shares 
were not permitted to deduct their debts from the value of such shares. 

(3) In the different States distinctions are made in the taxation of 
various kinds of moneyed capital, other than national-bank shares, in 
the hands of individual citizens, and the standard by which the taxation 
of national-bank shares is to be legally measured becomes thus con- 
fused. 

Many forms of moneyed capital in the hands of individual citizens are 
altogether exempted by law from taxatiou, while national-bank shares 
are taxed. The difficulty arises in deciding by which class of moneyed 
capital the tax on national bank shares is to be guided': Whether there 
is to be no tax, as in case of exempted moneyed capital; a less tax, as iu 
case of the class of moneyed capital taxed at a less rate; or a greater tax, 
as in ease of the class of money ed capital taxed at a greater rate. 

All of these forms of discrimination have been passed on in litigation 
which has come before the United States Supreme Court. 

In Ohio the law provided certain State boards for equalizing the tax- 
ation on real estate, on railroad capital, and on capital invested iu 
bank shares; but there was no State board for equalizing the taxation 
on personal property, other than bank shares, railroad stock, or other 
moneyed capital. The equalization as to all other personal property 
assessed ceased with the county boards of equalization, but the county 
boards throughout the State fixed the valuation of moneyed capital 
for purposes of taxation at six-tenths of its true value, while the State 
board fixed the taxable value of bank shares at their actual cash value. 
The rates of taxation being the same, bank shares were discriminated 
against to the extent of four tenths of their value. In New York the 
law permitted the deduction of just debts of an individual from his 
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personal property, including his moneyed capital, excepting only his 
bank shares. 

In Pelton v. Commercial National Bank of Cleveland (101 U. S., p. 
143), and in Cummings v. Merchants’ National Bank of Toledo (101 
IJ. S., p. 153), the United States Supreme Court decided the ques- 
tion of discrimination arising under the laws of Ohio. ‘In those cases 
it was held that a tax upon national-bank shares valued for taxation 
at a higher rate than other moneyed capital was invalid, and that upon 
payment of the amount justly assessable a court of equity would enjoin 
the collection of the residue, but that the bank must pay the portion 
of the taxes justly due. 

In People v. Weaver (100 U. S., p. 539), a case arising under the New 
York law, the Supreme Court decided that the word rate in the pro- 
vision of section 5219 United States Revised Statutes, that taxation 
shall not be at a greater rate than is assesssd upon other moneyed cap- 
tal in the hands of individuals, applies to and includes as well the valu- 
ation of shares for taxation, as the rateof taxes to be imposed ; and that the 
law of the State of New York, which permitted a party to deduct his just 
debts from the value of all his personal property, except his national- 
bank shares, was void as to the taxation of such bank shares. The 
case of Evansville Bank v. Britton (104 U. S., p. 323), arising under the 
law of Indiana, taxing national-bank shares, supports the same doc- 
trine. These cases disposed of the first two forms of discriminations 
already mentioned, and pointed out the proper remedy to be pursued 
by banks in avoiding the payment of taxes illegally assessed. Super- 
visors v. Stanley (104 U. S., p. 305) decides questions arising as to the 
recovery of excessive taxes which have been paid by the shareholders 
of national banks. 

Under the third class of discrimination — where doubt as to the 
proper taxation of national-bank shares arises from the fact that under 
State law a discrimination is made in taxing different classes of other 
moneyed capital in the hands of individual citizens — the important 
cases decided in United States Supreme Court are Lionberger v. Rouse 
(9 Wall.), already mentioned ; Ltepburn v. School Directors (23 Wall., 
480), and the recently decided case of Boyer v. Boyer. In Lionber- 
ger v. Rouse a discrimination was made by the State in taxing shares 
of banks organized under its own laws — one class of banks being 
taxed at a higher rate than another. At that time, as has been seen, 
the law in force measured the taxation of national bank shares by the 
taxation of State-bank shares, and in this case the United States Su- 
preme Court held a tax on national-bank shares to be valid which did 
not exceed the tax imposed upon the larger bulk of State-bank shares. 
In Hepburn v. School Directors (23 Wall., 480) it was held by the United 
States Supreme Court that the exemption by State law from taxation 
of a small portion of other moneyed capital in the hands of individual 
citizens was not a reason for exempting national-bank shares from 
taxation. In this case also it was held that shares of national banks 
might be taxed at an amount exceeding their par value, if their market 
value exceeded their par value. 

In the case of Boyer v. Boyer, the Supreme Court decided that if 
the great bulk of moneyed capital in the hands of individual citizens 
is exempted by State law from municipal taxation, that under the law 
of Congress national-bank shares must be exempted also. The court 
says that cases will arise in which it will be difficult to determine 
whether the exemption of the particular part of moneyed capital in 
individual hands is so serious or material as to infringe the rules ot 
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substantial equality — that a proper construction of the act of Congress 
forces the conclusion that capital invested in national-bank shares was 
intended to be placed upon the same footing of substantial equality 
in respect to taxation by State authority, with other moneyed capital 
in the hands of individual citizens, however invested. The court pro- 
ceeded to say: 

Upon such facts, and in view of the revenue laws of the State, it seems difficult to 
avoid the conclusion that, in respect of county taxation of national-bank shares, 
there has been and is such a discrimination in favor of other moneyed capital against 
capital invested in such shares as is not consistent with the legislation of Congress. 
The exemptions in favor of other moneyed capital appear to he of such a substantial 
character in amount as to take the present case out of the operation of the rule that 
it is not absolute equality that is contemplated by the act of Congress ; a rule which 
rests upon the ground that exact uniformity or equality of taxation cannot in the 
nature of things he exp-cted or attained under any system. But as substantial 
equality is attainable, and is required by the supreme law of the land, in respect of 
State taxation of national-hank shares, when the inequality is so palpable, as to show 
that the discrimination against capital invested in such shares is serious, the courts 
have no discretion hut to interfere. 

Having in view this last decision, the banks of the city of New York, 
after due investigation of the subject by a committee* appointed for the 
purpose, have arrived at the conclusion that the valuation of their 
shares for purposes of taxation is illegal and void, for the reason that 
the greater portion of moneyed capital iu the hands of individual citi- 
zens iu the city of New York is, under the laws of that State, exempt 
from municipal taxation. 

Suits have been brought in equity, and the bill in each -case asks for 
an injunction from collecting any taxes from the bank or from the indi- 
vidual shareholders until a final hearing of the cause. 

The question is frequently asked this office, whether national-bank 
notes in the hands of individual citizens are liable to State taxation. 
Section 3707 of the Revised Statutes provides that all stocks, bonds, 
Treasury notes, and other obligations of the United States shall be ex- 
empt from taxation by or under State or municipal or local authority. 
In section 5413, Revised Statutes, the words “obligation of the United 
States” is held to include national bank currency. The question of the 
taxability of national bank currency arose in the case of the Board of 
Commissioners in Montgomery County v. Elston (32 Ind., 27), and 
it was decided by the Supreme Court of the State that natioual-bank 
currency is not exempt from taxation by the State. The court held that 
the provision of law making national currency au obligation of the 
United States, only intended to throw around national currency the 
same guards against counterfeiting that were by law provided for ob- 
.ligations of the United States, and not to generally define national cur- 
rency as an obligation of the United States. 

In the case of Horne v. Greene, in the Supreme Court of the State of 
Mississippi (52 Miss., 452), it was decided that the circulating notes of 
national banks are not subject to State taxes. The question, therefore, 
still appears to be an open one. 

LOANS AND RATES OF INTEREST. 

The following table gives the classification of the loans of the banks 
in the city of New York, in Boston, Philadelphia, and Baltimore, in the 



* Report of John Jay Knox, Edmund D. Randolph, and W. P. St. John, tax com- 
mittee, on the recent decision of the Supreme Court of the United States, New York 
June 9, leW5. 
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other reserve cities, and in the remaining banks of the country at cor- 
responding dates in each of the last three years : 

October 2, 1883. 



Classification. 


48 banks. , 


103 banks. 


97 banks. 


2,253 banks. 


2,501 banks. 


On U. S. bonds on demand 


$2, 093, 526 


$344, 337 


$623, 679 


$1, 972, 232 


$5, 033, 774 


On other stocks, bonds, on 




demand 


94, 321, 605 


29, 638, 276 


23, 099, 682 


41,518,741 


188, 578, 304 


On single-name paper without 


other security 


19, 147. 049 


24,684,110 


17.259,584 1 


87, 910, 589 


149, 001,332 


All other loans 


129, 546, 152 


146, 140, 205 


110, 381,881 


574, 760, 143 ! 


960, 837, 381 


Totals 1 


245, 108, 332 


200,815,928 


151, 364, 826 


706, 161, 705 


1,303, 450,791 



September 30, 1884. 



Classification. 


44 banks. 


104 banks. 


99 banks. 


2, 417 banks. 


2, 664 banks. 


On U. S bonds on demand 


$2, 933, 785 ^ 


$644, 017 


$268, 396 


$970, 691 


$4. 816, 889 


On other stocks, bonds, &c., on 


demand 


69, 805,215 


25, 763, 605 


18, 573, 905 


34, 050, 829 


148, 193, 554 


On single-name paper without 




other security 


12,559,441 


22, 458, 370 


16, 239, 550 


83, 816, 871 


135, 074, 232 


All other loans 


120,051,836 


150, 372, 086 


107, 543, 129 


574, 016, 071 


951, 986, 122 


Totals 


205, 353, 277 


199, 238, 078 


142, 624, 980 


692, 854, 462 1 


1, 240, 070, 797 



October 1, 1885. 



Classification. 


44 banks. 


105 banks. 


98 banks. 


2, 467 banks. ! 


2, 714 banks. 


On U. S. bonds on demand | 

Oft or her stocks, bonds, &c., on 


$3, 286, 124 


$190, 195 


$585, 154 


$504, 134 


$4, 565, 607 




80, 687, 265 


33, 157,319 | 


25, 421,092 


34,036,931 


173, 302, 607 


On simile-name paper without 


other security I 


25, 331, 820 
127,518.389 


34, 806, 254 
150, 270, 503 


18, 480, 233 
106, 948. 959 


92, 873, 780 
567, 057, 152 


171,492, 087 
951, 795, 003 






236, 823, 598 


218, 4 j 4, 271 

1 


151, 435, 438 


694, 471, 997 


1, 301, 155, 304 





In the table below is given a full classification of the loans in New 
York City alone for the last five years: 



* 

Loans and discount. 


October 1, 
1881. 


October 3, 
1882. 


! October 2, 
1883. 


September 
30, 1884. 


October 1, 
1885. 




48 banks. 


50 banks. . 


48 banks. 


44 banks. 


44 banks. 




$112, 049, 004 
26, 935, 878 
2. 539, 9.8 
97. 249. 162 
236. 100 ! 
7, 747, 5^7 ' 


$118,692, 651 
’ 21.203,573 
1, 707, 687 1 
89, 532, 702 
3 4,732 1 
7.600,487 ' 


$121,644,201 
19. 147.051 
2, 093, 527 
94,321.605 
184,683 1 
7,717,265 


$116,010, 062 
12, 559, 443 
2, 933, 785 i 
69,805,215 
163 397 1 
3, 881, 375 


$114,013, 775 
25,331,820 
3 286, 124 
80, 687, 265 
215. 385 
13, 289, 229 


On sinyle-named paper 

On U. S. bonds on demand . . . 
On oi her stocks, & c., on demand 
On re;. 1-estate secuiity 




Totals 


216, 757, 659 


239, 041, 892 


245, 108, 332 


205, 353, 277 


236, 823, 598 



In previous reports the attention of Congress has been called to the 
provisions of section 5200 of the Revised Statutes, which place restric- 
tions upon loans, and to the difficulty of enforcing the same. In cities 
where large amounts of produce are received and stored it is claimed to 




